61.  "7^32 


ti<^ 


'■"IN 

DEC  1 9  la'fs 


OFFICE    OF    THE    LEGISLATIVE    AUDITOR 

STATE    OF    MONTANA 
STATE  CAPITOL         •  HELENA 


STATE  OF  MONTANA 

DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 

Report  on  Review  of  the 

Operations  of  the 

Developmental  Disabilities  Division 


77-22 


=- 



rH 

&o 

•H 

c 

CJ 

•H 

C 

ti 

3 

a 

O 

CO 

x: 

O 

.—1 

<u 

c 

CO 

fl4 

x: 

CO 

CO 

>^ 

4-) 

S 

u 

W 

rH 

o 

Q) 

>. 

CO 

J2 

en 

•rH 

-a 

•iH 

'V' 

o 

•H 

4-J 

O 

•H 

> 

•H 

T3 

o 

j:: 

13 

i-H 

OJ 

en 

5 

<: 

•H 

0) 

UH 

•^ 

00 

CO 

4J 

o 

4J 

c 

CO 

CD 

C 

•H 

•H 

•H 

4J 

« 

a 

Q 

C 

c 

^ 

c 

•H 

0) 

M 

m 

f-H 

e 

e 

^ 

CO 

-a 

4-1 

•T3 

04 

4-1 

CO 

)-l 

>-i 

c 

CO 

•H 

tn 

<u 

0) 

a 

J2 

0) 

6 

CO 

01 

J-J 

•H 

4-1 

a. 
o 

S 

Q 

< 

•H 

i-H 

4-1 

QJ 

i-H 

<u 

c 

^ 

2 

•H 

> 

CO 

4-J 

o 

dJ 

-Q 

0) 

(-4 

M 

4-1 

CO 

Q 

00 

U-l 

H 

C3 

CO 

o 

O 

4-1 

•r-l 

<D 

en 

w 

m 

Q 

u 

•H 

a 
o 

S 

<u 

^ 

H 

•H 

o 

3 

CO 

O 

en 

u 

4-) 

4-1 

c 

4-1 

■H 
> 

^4 

0) 

0) 

4-1 

•H 

O 

E 

o 

o 

Q 

a 

a. 

c 

0) 

CJ 

o 

cu 

^4 

en 

u 

rH 

Vj 

;-< 

1) 

OJ 

Q) 

o 

•H 

tn 

> 

■4-1 

o 

4J 

en 

•H 

0) 

<D 

c 

•H 

OJ 

^ 

Q 

!-l 

•H 

■-H 

CJ 

4-J 

•H 

•rl 

OJ 

0) 

tn 

^ 

> 

U-l 

X 

-G 

•H 

CO 

u 

o 

4J 

H 

t-H 

en 

•H 

<r 

>^ 

•H 

Q 

'"' 

.^ 

=  . 

rH 

c 
o 

<u 

T3 

3 

CO 

•H 

oo 

0) 

O 

4J 

4-1 

CO 

!-l 

O 

c 

CO 

p. 

(U 

<u 

4-1 

4-1 

-T3 

>. 

e 

■H 

c 

cn 

OJ 

(J 

D. 

1 — 1 

o 

•H 

-a 

O 

O 

■rl 

C 

3 

en 

rH 

JD 

•H 

rH 

■H 

0) 

CO 

e 

u 

> 

> 

JZ 

-a 

c 

T3 

<u 

CU 

CO 

•H 

<c 

Q 

Pi 

TABLE  OF  CONTENTS 

Page 

Appointive  and  Administrative  Officials  iv 

Summary  of  Recommendations  v 

Transmittal  Letter  xiv 

General  Comments  1 

Background  1 

Funding  Sources  2 

Deinstitutionalization  5 

Eligibility                          ^  8 

Individual  Habilitation  Plan  11 

Grants  12 

No  Ownership  Provision  in  Grants  12 

Improper  Grant  Expenditures  13 

Emergency  Grants  14 

Contract  Compliance  16 

Unauditable  Accounting  Records  16 

Monthly  Reports  17 

Depreciation  Schedules  19 

Allocation  of  Administrative  Costs  20 

Contract  Expenditures  Accounted  for 

in  Total  22 

Unreasonable  Expenditures  by 

Providers  23 

Documentation  of  Expenditures  25 

Client  Attendance  Records  26 

Inadequate  Insurance  Coverage  27 

Provider  Reimbursement  28 


TABLE  OF  CONTENTS  (Continued) 

Page 

Fixed  Monthly  Reimbursements  32 

Minimum  Number  of  Units  Calculation  33 

Unexpended  Contract  Balances  35 

Contract  and  Grant  Close  Out  36 

Contract  Administration  38 

Duplication  of  Services  38 

Multiple  Contracts  40 

Budget  Justification  41 

Records  Retention  44 

Mathematically  Incorrect  Contracts 

and  Grants  45 

Provider  Leasebacks  45 

Property  Records  47 

Controlling  Contract  Expenditures  48 

Group  Home  Licenses  51 

Internal  Audit  Findings  52 

--Improper  Contract  Amendments  53 

DDD  Financial  Review  of  Provider  54 

DDD  Administration  55 

Regional  Supervision  56 

— Code  of  Ethics  56 

--Conflicts  of  Interest  58 

— Hydraulic  Lifts  59 

Training  Contracts  61 

--Institute  for  Habilitative 

Services  61 

— TRIC  Amendment  63 

ii 


TABLE  OF  CONTENTS  (Continued) 

Page 

Banff  Conference  Expenditures  54 

DDD  Administrator's  Salary  65 

Purchase  of  Services  67 

Montana  State  Plan  For  Social  Services  68 

Unsupported  Cost  Estimates  68 

Expenditures  Not  Included  in  State  Plan  70 

Flow  of  Title  XX  Funds  72 

HEW  Audit  Disallowance  73 

Final  Comments  75 

Agency  Response  77 


APPOINTIVE  AND  ADMINISTRATIVE  OFFICIALS 
DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 


Keith  L.  Colbo  Director 

Dr.  L.  A.  (Gus)  Hamerlynck    Administrator, 

Developmental  Disabilities 
Division 


IV 


SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report 
we  include  a  listing  of  all  recommendations  together 
with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.   This  listing 
serves  as  a  means  of  summarizing  the  recommendations 
contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.   The  full  reply  of  the  Department  of  Social 
and  Rehabilitation  Services  is  included  in  the  back  of 
this  report. 

Page 

Establish  accounting  procedures  ade- 
quate to  ensure  that  only  eligible  costs 
are  claimed  for  federal  reimbursement.  5 

Agency  Reply:   Concur.   See  page  80. 

Determine  handicap  and  income  eligibility 
for  all  individuals  participating  in  DDD 
programs  and  adequately  document  that 
determination.  10 

Agency  Reply:   Concur.   See  page  81. 

Verify  income  information  of  clients 
and/or  guardians  who  are  eligible  be- 
cause of  their  income  level.  11 

Agency  Reply:   Do  not  concur.   See  page  81. 

Determine  eligibility  within  30  days  after 

an  individual  applies  for  DDD  services.         11 

Agency  Reply:   Concur.   See  page  82. 

Document  and  include  in  the  individual ' s 
files  the  dates  and  other  information 
relating  to  redetermination  of  eligi- 
bility. 11 


Agency  Reply:   Concur.   See  page  82. 

jmplete  an  IHP  for  each  client  parti( 
pating  in  the  DD  program. 

Agency  Reply:   Concur.   See  page  82 


Complete  an  IHP  for  each  client  partici- 
pating in  the  DD  program.  12 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


Include  provisions  in  its  DDD  contracts 
and  grants  that  will  ensure  the  state 
retains  title  to  property  purchased  with 
DDD  funds.  13 

Agency  Reply:   Concur.   See  page  83. 

Establish  review  procedures  adequate  to 
ensure  that  grant  funds  are  properly 
spent.  14 

Agency  Reply:   Concur.   See  page  83. 

Seek  reimbursement  for  grant  funds  not 

spent  in  accordance  with  grant  terms.  14 

Agency  Reply:   Concur.   See  page  83. 

Require  providers  to  operate  within  their 
contract  limitations  unless  an  amendment 
to  the  contract  is  justified  in  advance.        16 

Agency  Reply:   Concur.   See  page  83. 

Discontinue  providing  emergency  grants  to 

pay  bills  accumulated  by  providers.  16 

Agency  Reply:   Concur.   See  page  83. 

Monitor  provider  financial  records  to  en- 
sure proper  accountability  for  contract 
expenditures .  17 

Agency  Reply:   Concur.   See  page  84. 

Consider  cancelling  provider  contracts  for 

noncompliance  with  contract  provisions.         17 

Agency  Reply:   Concur.   See  page  84. 

Enforce  its  contract  requirement  for  timely 

submission  of  monthly  financial  reports.        19 

Agency  Reply:   Concur.   See  page  85. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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Review  all  monthly  reports  from  providers 
to  determine  that  the  provider  is  spend- 
ing within  the  contract  provisions.  19 

Agency  Reply:   Concur.   See  page  85. 

Take  corrective  action  upon  discovery  of 

unapproved  overspending.  19 

Agency  Reply:   Concur.   See  page  85. 

Require  providers  to  charge  depreciation  in 

compliance  with  federal  regulations.  20 

Agency  Reply:   Concur.   See  page  85. 

Instruct  providers  to  allocate  administra- 
tive costs  to  each  contract  and  to  in- 
clude these  costs  in  each  contract  budget.      22 

Agency  Reply:   Concur.   See  page  85. 

Require  providers  to  account  for  expendi- 
tures in  the  same  manner  as  budgeted 
for  in  the  provider  contract.  23 

Agency  Reply:   Concur.   See  page  85. 

Monitor  contract  expenditures  by  providers 
to  ensure  these  expenditures  are  reason- 
able for  the  services  provided.  25 

Agency  Reply:   Concur.   See  page  85. 

Request  reimbursement  for  unreasonable  ex- 
penditures or  deduct  them  from  the  next 
contract.  25 

Agency  Reply:   Concur.   See  page  86. 

Require  providers  to  maintain  time  and 
attendance  records  for  their  employees 
and  other  supporting  documentation  of 
expenditures  in  accordance  with  federal 
regulations.  25 

Agency  Reply:   Concur.   See  page  85. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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Develop  a  system  for  all  providers  to  use 

for  recording  client  attendance.  27 

Agency  Reply:   Concur.   See  page  86. 

Monitor  provider  monthly  reports  to  ensure 

an  accurate  record  of  client  attendance.        27 

Agency  Reply:   Concur.   See  page  86. 

Monitor  DDD  contracts  to  ensure  that  pro- 
viders comply  with  insurance  requirements.      28 

Agency  Reply:   Concur.   See  page  87. 

Review  insurance  provisions  in  DDD  con- 
tracts to  ensure  that  they  are  adequate 
for  the  services  being  provided.  28 

Agency  Reply:   Concur.   See  page  87. 

Require  providers  to  include  unit  infor- 
mation on  the  invoices  they  submit  for 
reimbursement.  31 

Agency  Reply:   Concur.   See  page  87. 

Follow  established  policies  and  compute 

accurate  variable  rates.  31 

Agency  Reply:   Concur.   See  page  87. 

Formulate  a  written  policy  defining  an  ac- 
ceptable justification  for  paying  the 
fixed  rate  when  the  provider  serves  fewer 
than  the  minimum  units  calculated  in  the 
contract.  32 

Agency  Reply:   Concur.   See  page  88. 

Pay  the  variable  rate  unless  a  provider 
serves  the  minimum  number  of  units  or 
unless  the  reasons  for  serving  fewer 
than  the  minimum  are  included  in  de- 
partment policy  authorizing  the  exception.      33 

Agency  Reply:   Concur.   See  page  88. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

Establish  a  consistent  basis  for  calculat- 
ing unit  costs  on  natural  parent  training, 
semi-independent  living,  and  respite 
contracts.  35 

Agency  Reply:   Concur.   See  page  88. 

Compute  minimum  unit  requirements  for  all 
contracts  so  that  when  the  client  load 
falls  below  the  level  originally  estima- 
ted and  budgeted  for,  a  variable  rate  can 
be  paid.  35 

Agency  Reply:   Concur.   See  page  88. 

Revise  providers'  contracts  to  require  the 
return  of  unspent  moneys  promptly  at  year- 
end,  either  by  providers  returning  unspent 
moneys  or  by  reducing  the  monthly  payments 
in  the  next  year.  36 

Agency  Reply:   Concur.   See  page  88. 

Promptly  review  year-end  expenditure  re- 
ports and  monitor  the  return  of  unspent 
moneys.  35 

Agency  Reply:   Concur.   See  page  88. 

Include  and  enforce  close  out  instructions 

in  contracts  and  grants  with  providers.         38 

Agency  Reply:   Concur.   See  page  89. 

Define  a  valid  obligation  at  the  contract 
and  grant  completion  dates,  and  include 
this  definition  in  the  contract  and  grant 
agreements.  38 

Agency  Reply:   Concur.   See  page  89. 

Review  regional  requirements  and  all  pro- 
vider contracts  to  determine  if  issuance 
of  contracts  within  the  same  region  will 
result  in  a  duplication  of  services.  40 

Agency  Reply:   Concur.   See  page  89. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

Issue  contracts  on  a  fiscal  year  basis,  when- 
ever possible,  utilizing  amendments  for  nec- 
essary changes.  41 

Agency  Reply:   Concur.   See  page  89. 

Request  providers  to  submit  justification 
for  all  budget  line  items  and  use  this 
justification  for  determining  the  reason- 
ableness and  level  of  SRS  funding,  44 

Agency  Reply:   Concur.   See  page  90. 

Establish  a  standard  funding  level  for  pro- 
viders' administrative  salaries.  44 

Agency  Reply:   Concur.   See  page  90. 

Retain  records  in  accordance  with  the  Gen- 
eral Records  Retention  Schedule.  44 

Agency  Reply:   Concur.   See  page  90. 

Establish  provisions  in  its  provider  con- 
tracts that  require  providers  to  retain 
their  financial  records  for  at  least  four 
years .  44 

Agency  Reply:   Concur.   See  page  90. 

Review  all  contracts  and  grants  for  mathe- 
matical errors  before  final  approval.  45 

Agency  Reply:   Concur.   See  page  91. 

Include  a  provision  in  DDD  provider  con- 
tracts requiring  providers  to  transact 
business  with  individuals  not  otherwise 
involved  with  the  providers.  46 

Agency  Reply:   Concur.   See  page  91. 

Include  a  provision  in  the  DDD  contracts 
requiring  providers  to  keep  records  of 
property  purchased  with  federal  and  state 
funds .  48 

Agency  Reply:   Concur.   See  page  91. 


SUMMARY   OF   RECOlyI]ylE^JDATIONS    (Continued) 
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Keep  inventory  listings  in  compliance  with 

federal  regulations.  48 

Agency  Reply:   Concur.   See  page  91. 

Retain  full  authority  over  the  disposition 
of  property  purchased  by  providers  with 
DDD  moneys.  48 

Agency  Reply:   Concur.   See  page  91. 

Record  each  provider  contract  on  SBAS  as 

soon  as  possible.  51 

Agency  Reply:   Concur.   See  page  92. 

Prepare  annual  DDD  financial  reports  from 

SBAS.  51 

Agency  Reply:   Concur.   See  page  92. 

License  group  homes  annually  in  accordance 
with  guidelines  set  forth  in  the  Adminis- 
trative Rules  of  Montana.  52 

Agency  Reply:   Concur.   See  page  92. 

Properly  follow-up  on  Audit  and  Contract 

Management  Bureau  audit  findings .  53 

Agency  Reply:   Concur.   See  page  92. 

Instruct  regional  supervisors  that  they  do 
not  have  the  authority  to  authorize  ex- 
penditures outside  the  scope  of  contract 
agreements.  55 

Agency  Reply:   Concur.   See  page  93. 

Require  all  unspent  moneys  to  be  returned 

to  SRS  in  a  timely  manner.  55 

Agency  Reply:   Concur.   See  page  93. 

Closely  monitor  the  activities  of  its  DDD 

regional  supervisors.  51 

Agency  Reply:   Concur.   See  page  93. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


Incorporate  provisions  in  its  provider  con- 
tracts to  prevent  providers  from  hiring 
former  DDD  employees  in  violation  of  the 
code  of  ethics.  61 

Agency  Reply:   Concur.   See  page  93. 

Establish  procedures  to  properly  monitor 

training  contracts.  63 

Agency  Reply:   Concur.   See  page  93. 

Adequately  provide  in  all  contracts  and 
amendments  a  detailed  description  of 
services  to  be  rendered.  64 

Agency  Reply:   Concur.   See  page  94. 

Require  all  invoices  for  services  to  ade- 
quately describe  the  services  performed 
and  the  service  rate  charged.  64 

Agency  Reply:   Concur.   See  page  94. 

Reimbuse  employees  for  miscellaneous  ex- 
penses in  excess  of  $10  only  if  receipts 
are  attached  to  the  travel  claim.  65 

Agency  Reply:   Concur.   See  page  94. 

Determine  prior  to  authorizing  travel  and 
conference  expenses  that  such  expenses 
will  be  incurred  for  the  state's  benefit.       65 

Agency  Reply:   Concur.   See  page  94. 

Require  contracts  for  all  employees  with 
duties  and  a  salary  that  are  not  in  ac- 
cordance with  the  state  classification 
and  pay  plan.  67 

Agency  Reply:   Concur.   See  page  94. 

Consider  prior  year  expenditure  amounts 
when  making  expenditure  estimates  in  the 
state  plan.  70 

Agency  Reply:   Concur.   See  page  95. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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Use  the  same  service  categories  in  the 

state  plan  and  other  public  DDD  reports.         70 

Agency  Reply:   Concur.   See  page  95. 

Include  methods  and  sources  used  to  arrive 
at  projected  expenditures  in  the  state 
plan.  70 

Agency  Reply:   Do  not  concur.   See  page  95. 

Allocate  funds  between  regions  to  equit- 
ably provide  services  required  in  each 
region.  70 

Agency  Reply:   Concur.   See  page  95. 

Amend  provider  contracts  to  exclude  room 

and  board,  utilities  and  clothing.  72 

Agency  Reply:   Concur.   See  page  95. 

Revise  the  Administrative  Rules  of  Montana 
to  properly  reflect  the  flow  of  federal 
funds  in  the  DD  program.  73 

Agency  Reply:   Concur.   See  page  95. 
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DEPUTY  LEGISLATIVE  AUDITORS: 
JOSEPH  J.  CALNAN 

ADMINISTRATION  AND 
PROGRAM  AUDITS 

ELLEN  FEAVER 


STAFF  LEGAL  COUNSEL 
JOHN  W.    NORTHEY 


The  Legislative  Audit  Committee 
Of  the  Montana  State  Legislature: 


In  conjunction  with  our  examination  of  the  finan- 
cial statements  of  the  Department  of  Social  and  Rehabil- 
itation Services  for  fiscal  year  ended  June  30,  1976, 
we  have  reviewed  the  operations  of  the  Developmental 
Disabilities  Division  as  operated  under  state  law  and 
the  federal  restrictions  of  Title  XX  of  the  Social 
Security  Act.   Because  of  the  significance  of  certain 
matters  which  came  to  our  attention  during  our  audit 
work,  we  expanded  the  scope  of  our  examination  to 
include  a  review  of  selected  Developmental  Disabilities 
Division  activities  during  fiscal  years  ended  June  30 
1977  and  June  30,  1978. 

This  report  includes  only  the  discussion  of  the 
review  of  the  developmental  disabilities  program  and 
does  not  include  the  report  on  examination  of  financial 
statements  which  we  will  issue  at  a  later  date.   The 
discussion  contained  in  this  report  is  designed  to 
focus  attention  on  areas  requiring  management  action. 
The  comments  reflect  problems  which  came  to  our  atten- 
tion while  verifying  financial  information  or  while 
confirming  agency  compliance  with  applicable  laws. 


Respectfully  submitted, 

Morris  L.  Brusett,  CPA 
Legislative  Auditor 
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GENERAL  COMMENTS 
BACKGROUND 

The  1974  Montana  Legislature  passed  the  Montana 
Developmental  Disabilities  Services  and  Facilities  Act. 
This  act  requires  the  Department  of  Social  and  Rehabil- 
itation Services  (SRS)  to  initiate  a  preventive  devel- 
opmental disabilities  program  to  include  developmental 
disabilities  care,  treatment,  prevention,  and  research 
as  can  best  be  accomplished  by  community  centered 
services  and  to  perform  other  functions  relating  to  the 
care  and  treatment  of  the  developmentally  disabled.   In 
March  1976,  SRS  established  its  Developmental  Disa- 
bilities Division  (DDD)  to  provide  these  community 
based  services  through  contracts  with  approximately  60 
providers  in  Montana  communities.   Prior  to  that  time, 
the  program  was  administered  by  a  developmental  dis- 
abilities bureau  within  the  department's  Rehabilitative 
Services  Division. 

A  provider  is  defined  as  a  developmental  disabili- 
ties facility  providing  a  service  or  group  of  services 
offering  care  to  the  developmentally  disabled  on  an 
inpatient,  outpatient,  residential,  clinical  or  other 
programmatic  basis.   Providers  are  usually  nonprofit 
corporations  governed  by  a  board  of  directors.   Trans- 
portation companies  may  also  be  providers  of  transpor- 
tation services  to  developmentally  disabled  clients. 
Contracts  with  DDD  represent  the  major  revenue  source 


to  many  providers .  Other  revenues  received  by  pro- 
viders include  clients'  Supplemental  Security  Income 
(SSI)  payments,  local  funds,  and  donations. 

The  DDD  maintains  a  central  office  in  Helena  and 
five  regional  offices  with  headquarters  in  Miles  City, 
Great  Falls,  Billings,  Helena  and  Missoula.   The  cen- 
tral office  is  divided  into  the  Habilitation  and  Evalu- 
ation Bureau  and  the  Management  and  Planning  Bureau. 
SRS  is  responsible  for  developing  rules  and  regulations 
to  facilitate  delivery  of  services  to  the  development- 
ally  disabled. 

SRS  officials  informed  us  during  our  discussions 
of  the  draft  of  this  report  that  they  have  made  changes 
during  the  current  fiscal  year  which  implement  many  of 
the  recommendations  contained  in  the  report.   The 
agency  reply,  which  begins  on  page  77,   describes 
specific  instances  where  SRS  officials  state  they  have 
already  implemented  the  recommendations. 
FUNDING  SOURCES 

Funding  for  DDD  services  is  provided  by  the  feder- 
al government  though  Title  XX  of  the  Social  Security 
Act  and  by  the  state's  general  fund.   The  current 
federal   financial  participation  rate  for  eligible 
services  is  75  percent  up  to  the  maximum  Title  XX 
allocation  for  the  program.   The  remaining  25  percent, 
and  funding  for  programs  and  clients  not  eligible  for 
federal  funding,  is  provided  from  the  state's  general 
fund.   The  table  below  shows  the  funding  sources  and 
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expenditure  levels  for  the  division  for  fiscal  years 
1974-75,  1975-76,  1976-77,  and  1977-78. 


SOURCE  OF  FUNDS 
DEVELOPMENTAL  DISABILITIES  PROGRAM 

General  Fund 

Fiscal  Year 

1974-75 

1975  76                1976  77 

197778 

$    100,156 

$1,135,180          $2,662,260 

$4,496,123 

Federal  Funds    Primarily 
Title  XX  of  the 
Social  Security  Act 

1,430,755 

2,702,117            4,170,523 

3,359,240 

Revolving  Fund 
County  Reimbursement 

15,000 

Agency  Fund 
Total 

17,166 
$1,548,077 

$3,837,297          $6,847,783 

$7,855,363 

The  only  eligibility  requirement  for  clients  to 
receive  DDD  services  paid  for  with  state  general  fund 
moneys  is  that  the  client  be  developmentally  disabled. 
Additional   eligibility  requirements,   including  an 
income  test,  must  be  met  if  a  client  receives  services 
paid  for  with  Title  XX  moneys.   In  addition,  federal 
regulations:   (1)  prohibit  the  payment  of  certain  DDD 
costs,  (2)  allow  payment  of  other  costs  only  when  they 
are  related  to  a  service  described  in  the  Title  XX 
state  plan  (see  page  68),  and  (3)  impose  administra- 
tive and  record-keeping  requirements. 
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Several  of  the  problems  we  discuss  in  the  follow- 
ing sections  of  this  report  result,  at  least  in  part, 
from  our  review  of  the  department's  compliance  with 
federal  regulations.   In  each  of  these  cases,  SRS  could 
lose  federal  funds  as  a  result  of  charging  Title  XX  for 
costs  which  are  ineligible  for  federal  funding. 

SRS  officials  informed  us  that  they  believe  the 
possibility  of  a  loss  of  federal  moneys  is  remote 
because  they  paid  much  more  than  the  required  2  5  per- 
cent match  from  state  funds.   Although  we  agree  that 
SRS  paid  more  than  the  required  match,  the  department's 
current  method  of  accounting  for  DDD  expenditures  is 
inadequate  to  assure  that  it  incurred  enough  costs 
eligible  for  federal  funding  to  justify  the  reimburse- 
ments received  from  the  federal  government.   In  our 
tests  we  found  approximately  $1  million  in  costs  which 
may  not  be  allowable  Title  XX  expenditures.   Unless  SRS 
establishes  accounting  procedures  to  adequately  account 
for  these  funds  and  to  isolate  those  costs  which  are 
eligible  for  federal  funding,  it  is  not  possible  to 
determine  that  SRS  is  claiming  for  reimbursement  only 
those  costs  which  are  eligible. 

In  addition,  a  number  of  the  matters  cited  in  this 
report  which  constitute  violations  of  federal  regula- 
tions also  indicate  poor  administration  of  the  state's 
general  fund  moneys  involved  in  the  DDD  program.   While 
these  matters  do  not  give  rise  to  state  law  compliance 


exceptions,  they  indicate  a  potential  need  for  certain 
state  requirements  to  parallel  federal  requirements. 
Compliance  with  many  of  the  federal  regulations  for  the 
entire  DDD  program  would  strengthen  the  administration 
of  the  program. 

RECOMMENDATION 

We  recommend  that  SRS  establish  accounting  procedures  ade- 
quate to  ensure  that  only  eligible  costs  are  claimed  for  federal 
reimbursement. 

DEINSTITUTIONALIZATION 

One  of  the  reasons  for  the  establishment  of  a 
system  of  community-based  services  for  the  develop- 
mentally  disabled  (DD)  was  to  provide  a  vehicle  for 
caring  for  patients  that  could  be  removed  from  Boulder 
River  School  and  Hospital  (BRSH)  and  other  state  insti- 
tutions.  The  DDD  served  an  estimated  1,508  DD  clients 
during  fiscal  year  1977-78.   Of  this  total,  260,  or 
17%,   were  clients  who  were  formerly  institutionalized 
at  BRSH.   Most  of  the  other  clients  had  never  been  in 
an  institution.   The  following  graph  shows  the  number 
of  clients  deinstitutionalized  from  1974  to  1978. 


PLACEMENTS  FROM  INSTITUTIONS  TO 

DEVELOPMENTAL  DISABILITIES  DIVISION 
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^0    Represents  placements  from  Boulder  River  School  and  Hospital  to  DDD. 

^H    Represents  total  placements  from  Galen,  Warm  Springs  State  Hospital  and 
Boulder  River  School  and  Hospital  to  DDD. 

Source:   Compiled  by  the  Developmental  Disabilities  Division. 


An  Evaluation  of  Deinstitutionalization  in  Mon- 
tana, a  portion  of  which  is  a  report  entitled  Manage- 
ment and  Financing  Study  of  the  Deinstitutionalization 
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Program  released  by  Hughes,  Heiss,  and  Associates  in 
July  1977,  disclosed  several  problems  in  making  a  valid 
comparison  between  the  costs  of  institutionalization 
and  deinstitutionalization  of  DD  clients.    First,  the 
consultants  had  difficulty  determining  an  accurate  cost 
for  community  services  administered  by  DDD  because  data 
given  by  various  sources  often  conflicted. 

Second,  they  found  that  93  percent  of  the  clients 
at  Boulder  River  School  and  Hospital  are  severely  and 
profoundly  handicapped.   Care  costs  are  much  higher  for 
this  client  level  than  the  costs  of  caring  for  the 
majority  of  clients  in  the  community  programs  admin- 
istered by  DDD.   Variable  costs  account  for  only  5 
percent  of  the  cost  structure  at  Boulder.   There  is  no 
noticeable  change  in  total  expenditures  unless  there  is 
a  substantial  decrease  in  the  number  of  clients  being 
served.   According  to  the  Hughes,  Heiss,  and  Associates 
report,  deinstitutionalization,  at  its  present  pace, 
has  had  little  impact  on  the  total  cost  structure  at 
Boulder.   Because  of  this,  the  per  client  cost  for  the 
population  remaining  at  BRSH  includes  an  increase  in 
fixed  costs  for  each  client  leaving  the  institution. 
Client  releases  are  not  directly  translated  into  insti- 
tutional cost  savings. 

The  Hughes,  Heiss,  and  Associates  report  listed 
annual  client  costs  of  $10,891  for  DDD  community  pro- 
grams and  $28,2  57  for  BRSH.   The  report  states  that 


costs  for  clients  at  BRSH  range  from  $6,000  to  $80,000 
and  that  many  of  those  deinstitutionalized  were  at  the 
lower  end  of  the  cost  spectrum. 

Although  the  report  by  Hughes,  Heiss  and  Associ- 
ates concluded  that  deinstitutionalization  is  less 
costly  both  for  the  state  general  fund  and  for  over-all 
expenditures,  including  federal  funds,  it  cautions  that 
this  comparison  may  be  misleading  because  of  the  vari- 
ables involved.   The  report  states  that,  in  order  to 
make  an  accurate  cost  comparison,  clients  with  similar 
disabilities  in  the  two  different  living  environments 
would  have  to  be  compared.   Because  the  clients  re- 
maining in  BRSH  do  not  have  disabilities  similar  to 
those  clients  who  have  been  deinstitutionalized,  such  a 
comparison  may  not  be  possible. 
ELIGIBILITY 

Under  current  state  law,  a  client  may  receive 
state-funded  DDD  services  so  long  as  he  is  development- 
ally  disabled.   A  client  must  meet  financial  eligi- 
bility requirements  before  Title  XX  funds  can  be  used 
to  pay  for  his  services.   The  two  primary  categories  of 
federal  financial  eligibility  are  income  maintenance 
status  and  median  income. 

Income  maintenance  status  involves  individuals  who 
are  eligible  for  and  who  receive  Supplemental  Security 
Income  (SSI).  As  long  as  the  client  is  developmentally 
disabled  and  receives  SSI,  he  is  automatically  eligible 
for  federally  funded  DDD  services. 


Median  income,  as  determined  by  the  federal  gov- 
ernment,  refers  to  clients  and/or  guardians  whose 
combined  income  is  less  than  80  percent  of  the  median 
income  adjusted  for  family  size.   If  a  client  fits  this 
category,  federal  funds  are  available  to  help  finance 
services  to  him.   If  a  client  and/or  guardian's  income 
is  between  80  and  115  percent  of  the  median  income, 
federal  financial  participation  (FFP)  is  available  if 
SRS  charges  a  fee  for  the  services.   The  division  has 
no  policy  for  establishing  such  fees.   Therefore,  if 
the  client  and/or  guardian's  income  is  greater  than  80 
percent  of  the  median  income  adjusted  for  family  size, 
their  program  costs  must  be  financed  entirely  with 
state  funds . 

We  noted  several  additional  problem  areas  in- 
volving eligibility.   During  our  testing  we  found  42 
cases  where  clients  were  being  served  by  DDD  even 
though  eligibility  determinations  as  to  handicap  or 
income  were  not  made  by  SRS.   In  20  of  these  cases, 
county  welfare  offices  did  not  even  have  eligibility 
files.   More  than  half  of  the  42  clients  were  enrolled 
in  the  pre-school  and  natural  parent  training  programs. 

Caseworkers  determine  median  income  eligibility 
through  interviews  with  clients  and,  if  necessary, 
their  guardians.   No  attempt  is  made  to  verify  the 
accuracy  of  the  income  reported  in  these  interviews. 
Federal  regulations  require  that  the  state  establish 
procedures  to  verify  eligibility  determinations. 
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We  found  several  instances  where  individual  client 
files  were  incomplete.   According  to  SRS  records  some 
DDD  clients  were  determined  income  eligible,  yet  no 
income  figures  were  stated  on  the  eligibility  forms. 
Further  investigation  revealed  that  one  of  these  cli- 
ents was  ineligible  because  his  income  exceeded  eligi- 
bility guidelines. 

In  some  cases  we  found  that  DDD  was  serving  cli- 
ents before  an  eligibility  determination  was  made. 
Federal  regulations  allow  SRS  30  days  after  the  indi- 
vidual applies  for  services  to  determine  eligibility. 
We  found  several  cases  where  clients  were  served  for  a 
period  ranging  from  three  to  thirteen  months  before 
eligibility  was  determined. 

Federal  regulations  require  an  eligibility  rede- 
termination at  least  every  six  months.   Although  an  SRS 
employee  in  one  region  indicated  that  redeterminations 
were  made,  the  supporting  documents  had  been  discarded. 
Because  the  eligibility  of  clients  could  change  from 
time  to  time,  eligibility  status  must  be  monitored  in 
order  to  assure  federal  funds  are  used  only  for  eli- 
gible clients. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.       Determine    handicap    and    income    eligibility    for   all    indi- 
viduals   participating    in    DDD    programs   and    adequately 
document  that  determination. 
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2.  Verify  income  information  of  clients  and/or  guardians  wlio 
are  eligible  because  of  their  income  level. 

3.  Determine  eligibility  within  30  days  after  an  individual 
applies  for  DDD  services. 

4.  Document  and  include  in  the  individual's  files  the  dates 
and  other  information  relating  to  redetermination  of  eli- 
gibility. 

Individual   Habilitation  Plan 

We    noted    several    problems    during    our    review    of 
clients'     Individual    Habilitation    Plans    (IHP)    prepared 
by    SRS.      The    IHP    is    a   written    form   completed   by    the 
client's    caseworker.      According   to   DDD  policy,    the    form 
is    prepared    "(a)    to    ensure    that   programs    and    services 
are    designed    to    meet    the    specific    needs    of   each   indi- 
vidual;    and    (b),     to    promote    the    coordination    of    all 
services    offered   to   each   individual."      The    IHP    includes 
the    long    and    short-term   goals    of    the    client,    program 
evaluation  results,    and  progress   summaries. 

According  to  DDD  policy,  the  IHP  must  be  reviewed 
every  six  months  by  the  assigned  caseworker.  Such  a 
review  would  indicate  if  the  client  is  receiving  the 
necessary  services  and  is  progressing  as  expected.  We 
found  that  in  14  of  35  cases  tested  the  client  did  not 
have  an  IHP  in  his  file.  To  assure  that  the  DDD  pro- 
gram  is    carried   out   in   an   effective   manner,    these    forms 
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must  be  completed  and  reviewed  in  accordance  with  DDD 
policy. 

RECOMMENDATION 

We  recommend  that  SRS  complete  an  IHP  for  each  chent  partici- 
pating in  the  DD  program. 

GRANTS 

DDD  awards  grants  to  providers  for  many  purposes 
including  the  purchase  of  real  property,  equipment, 
start-up  costs,  payment  of  accumulated  bills,   and 
research  studies.   These  awards  are  funded  entirely 
from  the  state's  general  fund.   To  ensure  that  services 
will  be  provided  in  a  community,  DDD  officials  stated 
that  they  must  provide  grant  money  for  start-up  costs. 
The  grants  are  necessary  due  to  the  nonprofit  status  of 
most  providers  since  many  have  no  capital  when  they 
begin  operating  and  find  it  difficult  to  obtain  capital 
from  private  sources.   During  fiscal  year  1976-77, 
$532,161  in  grants  was  awarded  to  providers  throughout 
the  state. 

No  Ownership  Provision  in  Grants 

The  fiscal  years  1975-76  and  1976-77  DDD  grant 
documents  did  not  include  a  provision  for  the  state  to 
retain  title  to  property  and  equipment  purchased  with 
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grant  funds.  Because  of  this,  ownership  of  the  prop- 
erty is  unclear.  Due  to  the  lack  of  an  ownership 
provision  in  the  grant  document,  the  state  may  lack  a 
valid  claim  to  the  portion  of  the  property  it  funded. 
Should  these  corporations  terminate,  SRS  may  be  unable 
to  prescribe  the  disposition  of  the  property. 

We  found  that  the  division  also  had  no  written 
policies  regarding  the  retention  of  title  to  state 
funded  purchases.   DDD  officials  stated  the  division 
had  unwritten  policies  concerning  retention  of  title. 
These  policies  included  a  requirement  that  titles  be 
sent  to  the  state  for  purchases  over  $300.   Also,  these 
policies  stated  that  after  two  years  providers  receive 
clear  title  to  group  homes  partially  funded  by  state 
funds.   We  found  no  justification  for  allowing  non- 
profit providers  to  retain  title  to  property  purchased 
with  DDD  funds. 

RECOMMENDATION 

We  recommend  that  SRS  include  provisions  in  its  DDD  contracts 
and  grants   that  will  ensure  the  state  retains  title  to  property 
purchased  with  DDD  funds. 

Improper  Grant  Expenditures 

DDD     awarded     grants     to     providers     for     specific 
purposes    based   on   requests   submitted  by  the  providers. 
A  provider  must  have   an  approved  amendment  to   the   grant 
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for  expenditures  other  than  those  originally  author- 
ized. 

In  our  testing  of  grants  we  found  several  in- 
stances where  grant  money  was  used  for  purposes  other 
than  those  specified  in  the  grant  agreement.   One 
provider  used  a  $9,000  grant,  intended  for  a  down 
payment  on  a  group  home,  to  pay  overdue  bills.   Another 
provider  was  given  a  $13,000  grant  earmarked  for  a  down 
payment  on  a  group  home  and  for  van  payments .   The 
unexpended  balance  of  approximately  $600  from  this 
grant  was  spent  on  items  not  authorized  in  the  grant. 
A  third  grant,  which  was  administered  by  the  Develop- 
mental Disabilities  Planning  Advisory  Council,  included 
a  budget  line  item  of  $1,800  for  consultation  fees. 
The  provider  used  $1,257  of  this  line  item  to  pay 
employee  wages.   In  all  three  of  these  cases,  providers 
told  us  they  spent  these  funds  without  notifying  DDD. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Establish  review  procedures  adequate  to  ensure  that  grant 
funds  are  properly  spent. 

2.  Seek  reimbursement  for  grant  funds  not  spent  in  accord- 
ance with  grant  terms. 

Emergency  Grants 

During  fiscal  year  1976-77,  DDD  issued  two  emer- 
gency grants  for  the  payment  of  accumulated  provider 
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obligations.  In  both  cases  the  providers  overexpended 
their  contracts  and  required  emergency  grants  to  remain 
in  operation. 

The  need  for  emergency  grants  was  created  by  a 
variety  of  factors,  including:   (1)  inadequate  finan- 
cial records  which  prevented  the  nonprofit  board  of 
directors   from  making  proper  management  decisions 
concerning  the  operation  of  the  programs;  (2)  misunder- 
standings concerning  the  availability  of  local  funds; 
and  (3)  employing  program  directors  and  bookkeepers 
without  the  necessary  business  and  financial  back- 
ground. 

One  emergency  grant  was  issued  by  DDD  during 
December  1976.   This  indicated  that  the  provider  had 
problems  requiring  corrective  action.   Our  examination 
of  the  program  during  May  1978  showed  that  DDD  actions 
were  inadequate  to  correct  the  provider's  problems. 

The  other  emergency  grant  was  issued  to  a  provider 
during  February  1977.   DDD  gave  state  funds  to  this 
provider  to  pay  bills  accumulated  because  of  the  inef- 
ficient operation  of  the  program.   In  an  audit  by  the 
division,  two  DDD  officials  indicated  this  emergency 
grant  was  necessary  because  of  mismanagement  by  the 
provider.   Again,  our  examination  of  the  provider  in 
May  1978  pointed  out  that  DDD  had  taken  inadequate 
corrective  action. 
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RECOMMENDATION 
We  recommend  SRS: 

1.  Require  providers  to  operate  within  their  contract  limita- 
tions unless  an  amendment  to  the  contract  is  justified  in 
advance. 

2.  Discontinue    providing    emergency    grants    to    pay    bills 
accumulated  by  providers. 

CONTRACT  COMPLIANCE 

Unauditable  Accounting  Records 

Accounting  records  for  five  providers  we  visited 
during  our  field  work  were  unauditable  for  fiscal  year 
1975-77.   This  precluded  our  making  a  determination  as 
to  the  reasonableness  of  the  expenditures  made  by  these 
providers.   DDD  issued  $667,241  in  contracts  to  these 
providers  during  fiscal  year  1976-77.   The  general 
ledgers  for  four  of  the  providers  were  unsupported  and 
without  adequate  general  journals,  cash  disbursement 
journals  and  receipt  journals.   The  fifth  provider  did 
not  maintain  any  accounting  records.   The  board  of 
directors  of  one  of  these  providers  advised  us  they 
suspected  that  an  employee  took  operating  funds  but 
could  not  substantiate  this  because  of  the  inadequate 
bookkeeping  system. 

A  provision  in  the  DDD  provider  contract  requires 
providers  to  adopt  adequate  accounting  procedures  and 
practices  and  to  maintain  books,  records,  and  other 
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documentary  evidence  to  support  monthly  financial 
reports.   Failure  to  maintain  an  auditable  set  of 
accounting  records  puts  the  nonprofit  organization  in 
violation  of  these  contract  provisions. 

The  DDD  provider  contract  states  that  the  division 
is  to  "provide  ongoing  monitoring  and  evaluation  of  the 
contract."   Federal  regulations  state,  in  part,  that 
each  state  which  participates  in  the  program  shall 
maintain  or  supervise  the  maintenance  of  records  neces- 
sary for  the  proper  and  efficient  operation  of  the 
program.   DDD  did  not  promptly  evaluate  provider  ac- 
counting systems  and  take  adequate  corrective  action. 
The  federal  share  of  the  contracts  for  the  providers  we 
found  unaudi table  was  approximately  $500,000. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Monitor    provider    financial  records   to  ensure  proper  ac- 
countability for  contract  expenditures. 

2.  Consider    cancelling   provider   contracts   for  noncompliance 
with  contract  provisions. 

Monthly  Reports 

SRS  contracts  require  providers  to  submit  monthly 
reports  of  their  financial  position.   Monthly  reports 
are  necessary  to  provide  on-going  management  informa- 
tion on  actual  expenditures  for  comparison  with  the 
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contract  budget.   Providers  are  furnished  standard 
forms  on  which  to  submit  this  information.   Reports  are 
due  on  the  20th  of  each  month.   In  the  past  the  divi- 
sion has  not  enforced  this  requirement. 

We  tested  certain  contracts  to  determine  the 
accuracy  and  reliability  of  monthly  reports.   In  eleven 
of  49  cases  tested,  monthly  reports  could  not  be  ade- 
quately traced  to  the  provider  records  because  the 
records  were  found  to  be  unauditable.   For  ten  con- 
tracts monthly  reports  could  not  be  found  either  at  DDD 
or  the  providers'  offices. 

A  provision  in  the  contract  specifies  that  pro- 
viders must  obtain  approval  from  DDD  through  a  budget 
amendment  to  overspend  by  more  than  10  percent  any  of 
the  expense  categories  in  the  provider  contract.  We 
found  that  certain  providers  overspent  various  contract 
budget  categories  by  more  than  10  percent  without  the 
required  budget  amendments . 

One  of  the  providers  we  reviewed  overspent  the 
operational  category  by  $4,129.   Under  the  10  percent 
rule,  the  provider  was  allowed  to  overspend  up  to 
$2,174.   This  resulted  in  the  provider's  making  unal- 
lowable expenditures  of  $1,955.   Two  other  providers  we 
audited  similarly  overspent  their  budget  categories. 

Monthly  reports  submitted  by  the  provider  should 
indicate  if  the  provider  overspent  budget  categories. 
However,  two  of  the  three  providers  mentioned  above  did 
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not  submit  monthly  reports.   Without  the  reports,  DDD 
cannot  determine  that  the  provider  is  spending  within 
the  contract  provisions.   Requiring  monthly  reports 
from  all  providers,  reviewing  the  reports  for  unauthor- 
ized overspending,   and  taking  immediate  corrective 
action  when  necessary  would  assure  DDD  of  maximum 
contract  accountability. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Enforce   its   contract  requirement  for  timely   submission  of 
monthly  financial  reports. 

2.  Review  all  monthly  reports  from  providers  to  determine 
that  the  provider  is  spending  within  the  contract  pro- 
visions. 

3.  Take  corrective  action  upon  discovery  of  unapproved 
overspending. 

Depreciation  Schedules 

In    providing    services     to    DD    clients,     providers 
purchase     group     homes,      vocational     service     training 
centers,    and  various   types   of  vehicles.      DDD  reimburses 
the  providers    for   the  use   of  these   items   through  depre- 
ciation   charges    in    its    provider    contracts.      Deprecia- 
tion   is    defined    as    the    systematic    allocation    of    the 
initial     cost    plus    major    improvements    of    a    long-term 
asset    over    the    useful    life    of    the    asset.       There    are 
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various  generally  accepted  depreciation  methods  in- 
cluding straight  line  and  declining  balance. 

In  our  provider  audits  we  found  $41,111  of  unsup- 
ported depreciation  charges  that  were  funded  in  eight 
different  provider  contracts.   Four  of  these  providers 
charged  the  actual  building  or  vehicle  loan  payment  to 
depreciation  expense.   Three  of  these  four  indicated 
DDD  officials  instructed  them  to  handle  depreciation  in 
this  manner.   Building  and  vehicle  payments  do  not 
necessarily  relate  to  the  useful  life  of  the  asset,  but 
rather  are  a  function  of  the  initial  down  payment, 
interest  rate,  and  duration  of  the  loan. 

Federal  regulations  state  that  the  depreciation 
methods  must  be  in  accordance  with  Internal  Revenue 
Service  guidelines.   DDD  is  in  violation  of  these 
regulations  if  it  reimburses  providers  for  building  and 
vehicle  payments   rather   than  proper   depreciation 
charges . 

RECOMMENDATION 

We  recommend   that  SRS  require  providers  to  charge  deprecia- 
tion in  compliance  with  federal  regulations. 

Allocation  of  Administrative   Costs 

Some  providers  have  several  DDD  contracts.  For 
example,  one  provider  may  administer  vocational  serv- 
ices,     transportation    and    group    home    contracts.       We 
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noted  problems  with  the  allocation  of  administrative 
costs  (salaries  of  directors,  accountants,  bookkeepers, 
secretaries,   and  office  rent)  with  multi-contract 
providers . 

One  provider,  who  was  issued  nine  DDD  contracts, 
allocated  administrative  costs  to  only  four  contracts. 
The  remaining  five  contracts  were  not  allocated  any  of 
these  costs,  even  though  they  were  responsible  for  a 
portion  of  the  administrative  expenditures.   Another 
provider  who  was  issued  four  DDD  contracts  charged  all 
administrative  costs  to  one  contract.   Allocating 
expenditures  in  this  manner  overstates  the  cost  of  some 
programs  and  understates  the  cost  of  others.   These 
procedures  prevent  DDD  from  making  valid  unit  cost 
comparisons  between  providers. 

During  our  audit  period,  historical  costs  from 
prior  contracts  were  used  as  a  basis  for  funding  cur- 
rent programs.   Because  some  contracts  receive  all  or 
none  of  the  administrative  costs,  DDD  funds  these 
contracts  based  on  inaccurate  cost  data.   One  provider 
noted  this  problem  and  informed  DDD  that  program  costs 
were  misstated.   The  provider  said  DDD  told  him  to 
allocate  administrative  costs  to  the  contracts  with  the 
most  money  available.   This  provider  was  forced  to 
maintain  two  sets  of  records,  one  for  DDD  charging 
administrative  costs  to  contracts  with  the  most  funds. 
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and  another  set  for  management  purposes  charging  admin- 
istrative costs  based  upon  the  actual  administrative 
expenditures  incurred  by  the  different  programs. 

RECOMMENDATION 

We  recommend  that  SRS  instruct  providers  to  allocate  adminis- 
trative costs  to  each  contract  and  to  include  these  costs  in 
each  contract  budget. 

Contract  Expenditures  Accounted  For  In  Total 

During  our  audit  period,  DDD  contracts  included  an 
attachment  detailing  budgeted  expenditures  in  three 
categories:   wages  and  salaries,  equipment  purchases, 
and  operational  costs.   Providers  are  required  to 
control  expenditures  in  accordance  with  the  amounts 
budgeted  in  each  category.   Any  category  which  is 
overspent  by  more  than  10  percent  must  be  approved  by  a 
DDD  contract  amendment. 

One  provider  we  visited  accounted  for  contract 
expenditures  in  total  rather  than  by  expense  category 
during  fiscal  year  1976-77.   The  monthly  reports  sub- 
mitted to  DDD  by  this  provider  detailed  expenditures  by 
these  three  expense  categories.   We  could  not  verify 
monthly  reports  to  the  provider's  accounting  records 
since  the  records  accounted  for  expenditures  in  total. 
Thus,  we  could  not  determine  that  the  provider  was 
spending  within  the  contract  provisions. 
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In  another  instance,  we  found  that  a  provider  was 
accounting  for  his  expenses  by  cost  center  (i.e., 
administration,  group  home,  day  activity,  etcetera) 
rather  than  by  expense  categories  listed  in  the  DDD 
contract.   Here  again,  we  were  unable  to  determine  that 
the  provider  spent  his  contract  funds  in  accordance 
with  the  contract  provisions. 

To  assure  maximum  accountability,  provider  ac- 
counting systems  should  account  for  expenditures  by 
expense  categories  that  correspond  with  the  contract 
budget  line  items.  Monthly  reports  submitted  would 
then  be  supported  by  the  accounting  records . 

RECOMMENDATION 

We  recommend  that  SRS  require  providers  to  account  for 
expenditures  in  the  same  manner  as  budgeted  for  in  the  pro- 
vider contract. 

Unreasonable  Expenditures  by  Providers 

We  found  several  instances  where  providers  were 
not  efficiently  expending  funds  from  DDD  contracts. 
One  provider  we  audited  sent  six  staff  members  to  a 
training  conference  in  September  1977.   The  average 
cost  per  day  for  per  diem  was  $45.47.   Per  diem  expend- 
itures totaled  $557.67.   The  provider  allocated  38 
percent  or  $211.66  of  this  expenditure  to  federal  and 
state  participation.   One  provision  in  the  DDD  provider 
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contract  requires  travel  and  per  diem  allowances  paid 
to  faculty  staff  to  be  equal  to  or  less  than  state 
allowances.   The  state  allows  $10  for  food  and  $18  for 
lodging  each  day  in  travel  status. 

In  another  case,  a  provider  leased  a  three  year 
old  van  for  $375  per  month  for  one  year  and  charged  the 
payments  to  its  DDD  contract.   Two  lease  companies 
contacted  in  Helena  stated  a  reasonable  lease  payment 
for  this  van  would  have  been  less  than  $200.   Federal 
regulations  state  that  a  reasonable  expenditure  is  one 
that  does  not  exceed  that  which  would  be  incurred  in 
the  conduct  of  competitive  business.   Consideration 
should  be  given  to  whether  the  expenditure  is:   (1) 
ordinary  and  necessary,  (2)  within  restraints  of  normal 
business  practice  and  federal  regulations,  and  (3)  not 
a  significant  deviation  from  normal  agency  practices. 

Our  audit  disclosed  misrepresentation  of  an  ex- 
penditure by  a  provider.   The  provider  charged  $500  for 
renting  a  greenhouse  to  train  clients.   We  found  that 
the  greenhouse  did  not  exist  at  the  time  of  the  pay- 
ment.  The  provider  stated  that  the  funds  were  actually 
used  to  pay  wages  of  clients  who  went  to  Washington  to 
help  bring  back  a  greenhouse.   She  said  the  payment  of 
wages  to  clients  was  not  an  allowable  expenditure 
according  to  her  contract;  therefore  she  charged  it  as 
rent. 
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The  division's  monitoring  of  contract  expenditures 
by  providers  would  ensure  that  these  expenditures  are 
reasonable  for  the  services  provided. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Monitor  contract  expenditures  by  providers  to  ensure 
these  expenditures  are  reasonable  for  the  services  pro- 
vided. 

2.  Request  reimbursement  for  unreasonable  expenditures  or 
deduct  them  from  the  next  contract. 

Documentation  of  Expenditures 

Providers  incur  many  types  of  expenses  while 
carrying  out  the  goals  and  objectives  of  the  DD  pro- 
gram.  The  nature  of  the  expense  depends  upon  the  type 
of  program  administered.   During  our  audit,  we  reviewed 
supporting  documentation  including  vendor  invoices  to 
determine  the  reasonableness  of  provider  expenditures. 

Seven  providers  did  not  maintain  adequate  support 
for  expenditures.  Because  receipts  and  vendor  invoices 
were  missing,  we  could  not  make  a  determination  as  to 
the  reasonableness  of  the  reported  expenditures. 

Providers  should  maintain  adequate  time  summaries 
to  support  payroll  expenditures  on  monthly  reports. 
Time  summaries  support  payroll  charges  by  detailing  the 
hours  worked  each  day  and  the  nature  of  work  performed. 
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We  found  that  25  percent  of  the  providers  visited  did 
not  have  time  sununaries  to  support  payroll  charges 
funded  by  the  DDD  contract. 

Federal  regulations  require  proper  documentation 
for  expenditures,  including  payroll.   These  regulations 
state  that  direct  charges  for  professionals  must  be 
supported  by  an  adequate  appointment  and  workload 
distribution  system  or  supervising  reports  detailing 
services  performed.   The  regulations  also  say  that 
direct  charges  for  nonprofessionals  will  be  supported 
by  time  and  attendance  and  payroll  distribution  rec- 
ords.  By  requiring  providers  to  maintain  time  sum- 
maries, DDD  can  establish  proper  control  over  provider 
wages  and  salaries. 

RECOMMENDATION 

We  recommend  that  SRS  require  providers  to  maintain  time  and 

attendance    records    for   their  employees  and  other  supporting 

documentation    of    expenditures    in    accordance    with    federal 

regulations. 

Client  Attendance  Records 

The  DDD  provider  contract  calls  for  monthly  in- 
voices to  be  submitted  to  the  division.   The  division 
makes  payments  to  providers  after  receiving  the  in- 
voices.  In  order  to  properly  complete  the  monthly 
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invoice,  the  provider  must  keep  daily  attendance  rec- 
ords which  are  used  to  determine  the  total  number  of 
clients  served.   The  monthly  payment  is  based,  in  part, 
on  this  information. 

In  our  tests  we  found  13  of  20  providers  whose 
client  attendance  records  were  unauditable,  inaccurate 
or  nonexistent.   The  number  of  clients  served  by  these 
providers  could  not  be  substantiated  by  comparing  the 
monthly  invoices  to  provider  records.   Without  this 
information,  the  division  cannot  determine  whether  the 
services  it  is  paying  for  are  actually  provided. 
Several  providers  told  us  they  do  not  know  what  sup- 
porting records  the  division  requires.   If  the  division 
were  to  document  and  distribute  guidelines  relating  to 
client  attendance  records  and  monitor  monthly  attend- 
ance reports,  the  division  could  ensure  that  providers 
are  maintaining  an  accurate  record  of  clients  served. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Develop  a   system  for  all  providers   to  use   for  recording 
client  attendance. 

2.  Monitor    provider   monthly   reports   to  ensure  an  accurate 
record  of  client  attendance. 

Inadequate  Insurance  Coverage 

Federal  and  state  moneys  are  the  major  funding 
sources  for  providers.   In  order  to  protect  state  and 
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federal  funds  in  the  hands  of  providers,  the  DDD  con- 
tracts require  fidelity  coverage  for  board  members  and 
employees  permitted  to  sign  checks.   Liability  insur- 
ance covering  $100,000  per  occurrence  and  $300,000  in 
total  is  also  required. 

In  our  testing  we  found  providers  without  adequate 
fidelity  and  liability  insurance.   Adequate  monitoring 
of  contracts  will  ensure  that  insurance  policies  held 
by  providers  comply  with  the  contract  provisions  and 
that  contract  provisions  are  adequate  considering  the 
services  being  provided. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Monitor   DDD    contracts    to    ensure  that  providers   comply 
with  insurance  requirements. 

2.  Review  insurance  provisions  in   DDD   contracts   to  ensure 
that  they  are  adequate  for  the  services  being  provided. 

PROVIDER   REIMBURSEMENT 

When   Purchase    of    Service   Contracts   are  negotiated 
with    a    provider,     DDD    calculates    a    minimum    number    of 
units    that    the    provider    must    serve    before    a     fixed 
monthly     reimbursement     is     paid.       A    unit    of    service 
depends    upon    the    type    of    service    provided.       For    in- 
stance,    a    client    day    is    used    for   vocational    services 
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while  a  client  ride  is  used  for  transportation  serv- 
ices.  The  minimum  number  of  units  is  determined  by 
taking  80  percent  of  the  total  units  in  a  program  times 
the  number  of  unit  days  of  service  provided  in  a  year. 
The  80  percent  adjustment  is  made  because  providers  are 
budgeted  to  serve  an  estimated  number  of  clients.   If 
the  number  of  clients  served  falls  below  80  percent  of 
the  total  estimated  client  days  of  service  per  month, 
the  expenses  of  the  provider  should  also  decrease. 

The  fixed  monthly  reimbursement  is  determined  by 
dividing  the  number  of  months  within  the  contract 
period  into  the  total  dollar  amount  of  the  contract. 
For  example,  the  minimum  units  and  fixed  monthly  reim- 
bursement of  a  group  home  provider  serving  six  clients 
over  a  12-month  period  with  a  $20,000  contract  is 
calculated  in  the  following  manner. 


Fixed  monthly  reimbursement 

$20,000   divided  by   12   months   is   equal   to 
$1,666.67. 

Minimum  number  of  units  served 

Six  clients  times  365  days  of  service  per  year 
equals  2,190  total  client  days  of  service  per 
year. 

2,190  total  client  days  divided  by  12  is  equal  to 
182.50  total  client  days  of  service  per  month. 

182.50  client  days  per  month  times  80  percent  is 
equal  to  146  which  is  the  minimum  number  of  client 
days  that  must  be  served  before  the  fixed  monthly 
reimbursement  is  paid  to  the  provider. 
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The  variable  rate  is  calculated  by  dividing  the 
adjusted  total  units  served  by  the  contract  into  the 
contract  amount.   The  adjusted  total  units  is  the 
number  of  units  served  per  day  times  the  number  of  days 
of  service  provided  per  year  adjusted  downward  by  10 
percent  to  reflect  client  absenteeism. 

Carrying  the  above  example  forward,  a  variable 
rate  is  calculated  as  follows: 

Variable  rate 

Six  clients  times  365  days  of  service  is  equal  to 
2,190  total  client  days  of  service  per  year. 

2,190  times  90  percent  is  equal  to  1,971  total 
client  days  adjusted  for  client  absenteeism  per 
year. 

$20,000  divided  by  1,971  is  equal  to  $10.15,  the 
variable  rate  paid  for  each  client  day  of  service. 

The  providers,  who  are  reimbursed  monthly,  submit 
invoices  detailing  the  units  served.  If  the  number  of 
units  served  is  equal  to  or  greater  than  the  calculated 
minimum  number  of  units,  then  the  fixed  monthly  reim- 
bursement is  paid.  If  the  number  of  units  served  falls 
below  the  calculated  minimum  number  of  units,  then  the 
variable  rate  is  applied  to  the  actual  number  of  units 
served. 

Including  the  fixed  and  variable  rate  calculations 
as  a  binding  part  of  the  contract  gives  providers 
incentive  to  recruit  and  serve  at  least  the  minimum 
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number  of  clients  budgeted  for  in  the  contract.  By- 
serving  the  minimum  number  of  clients,  the  provider 
will  become  eligible  for  the  fixed  rate. 

During  our  audit,  we  observed  several  problems 
concerning  payments  to  providers .   We  noted  five  in- 
stances where  DDD  paid  invoices  without  the  number  of 
units  served  information  on  the  invoice.   Because  of 
this,  it  is  impossible  for  DDD  to  determine  whether  the 
provider  should  have  been  paid  the  fixed  or  variable 
rate.   To  assure  the  provider  is  reimbursed  according 
to  the  contract  provisions,  DDD  should  require  units 
served  information  on  the  invoice. 

In  contracts  that  included  a  variable  reimburse- 
ment rate,  we  noted  five  instances  where  the  calcula- 
tions were  incorrect.  These  errors  occurred  because  of 
DDD's  failure  to  follow  established  policies  of  com- 
puting variable  rates.  To  assure  that  providers  re- 
ceive the  correct  reimbursement,  the  variable  unit  rate 
must  be  computed  properly. 

RECOMMENDATION 

We  recommend  that  SRS: 

1 .  Require    providers    to    include    unit    information    on    the 
invoices  they  submit  for  reimbursement. 

2.  Follow  established  policies  and   compute  accurate  variable 
rates. 
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Fixed  Monthly  Reimbursements 

Of  the  75  provider  invoices  we  tested,  we  noted 
eight  cases  where  DDD  paid  the  fixed  monthly  reim- 
bursement when  the  provider  served  less  than  the  mini- 
mum number  of  units  stipulated  in  the  contract.   By 
paying  the  fixed  rate  rather  than  the  variable  unit 
rate,  DDD  over-reimbursed  these  providers. 

DDD  personnel  told  us  that  when  providers  serve 
less  than  the  minimum  units  stated  in  the  contract,  a 
decision  is  made  on  whether  the  fixed  rate  is  justi- 
fied.  If  the  provider  has  a  legitimate  reason,  divi- 
sion officials  stated  they  pay  the  fixed  rate  and  place 
an  explanation  of  the  circumstances  in  the  contract 
file.   We  traced  the  eight  exceptions  noted  in  our 
testing  to  the  contract  files.   We  found  no  adequate 
explanation  for  payment  of  the  fixed  rate. 

During  our  audit  period,  SRS  subjectively  deter- 
mined which  providers  were  eligible  for  the  fixed  and 
variable  rates.   Defining  in  writing  valid  reasons  for 
paying  the  fixed  rate  when  the  provider  serves  less 
than  the  calculated  minimum  units  would  eliminate  this 
subjectivity. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.       Formulate  a  written  policy   defining  an  acceptable  justifi- 
cation for  paying  the  fixed  rate  when  the  provider  serves 
fewer  than  the  minimum  units  calculated  in  the  contract. 
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2.  Pay  the  variable  rate  unless  a  provider  serves  the  mini- 
mum number  of  units  or  unless  the  reasons  for  serving 
fewer  than  the  minimum  are  included  in  department  policy 
authorizing  the  exception. 

Minimum  Number  of  Units  Calculation 

Of  the  43  contracts  we  tested  for  provider  reim- 
bursement, we  noted  13  cases  where  DDD  did  not  calcu- 
late a  minimum  number  of  units  that  must  be  served 
before  the  fixed  monthly  rate  is  paid.  Because  these 
calculations  are  omitted  from  the  contract  provisions, 
it  could  preclude  DDD  from  paying  a  lesser  amount  in 
the  event  the  client  load  drops  substantially  from  the 
amount  originally  budgeted. 

For  instance,  on  two  respite  service  contracts  and 
one  natural  parent  training  contract  we  audited  where 
no  variable  unit  rate  or  minimum  number  of  units  were 
calculated,  DDD  paid  the  fixed  monthly  reimbursement 
even  though  few  or  no  clients  were  served.   One  of  the 
respite  contracts,   issued  for  a  six  month  period, 
served  fewer  than  five  clients  per  month  for  a  three 
month  period,  yet  $17,020  was  paid  to  the  provider. 
This  contract  was  budgeted  by  DDD  to  serve  30  clients. 
Another  respite  contract,  issued  for  a  twelve  month 
period  and  budgeted  to  serve  15  clients,  served  two  or 
fewer  clients  for  a  seven  month  period,  yet  $10,790  was 
paid  to  the  provider.   The  natural  parent  training 
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contract,  issued  for  a  five  month  period,  served  no 
clients  for  the  first  three  months,  yet  DDD  paid 
$49,839  to  the  provider.   This  contract  was  budgeted  to 
serve  24  clients  at  the  end  of  3  months.   If  a  variable 
rate  had  been  included  in  these  contracts,  DDD  could 
have  reduced  the  reimbursement  to  these  providers . 

One  of  the  reasons  why  these  provisions  were 
omitted  from  the  contract  is  that  DDD  has  not  ade- 
quately defined  a  unit  of  service  in  the  respite, 
natural  parent  training,  and  semi-independent  living 
programs .   We  noted  two  natural  parent  training  con- 
tracts where  units  of  service  were  calculated  in  a 
different  manner.   One  provider  used  only  direct  train- 
ing hours,  whereas  the  other  provider  used  both  direct 
and  indirect  training  time.   (Indirect  training  in- 
cludes travel,  preparation  time,  etcetera.) 

Defining  a  unit  of  service  for  each  type  of  pro- 
gram would  permit  DDD  to  obtain  sufficient  accounting 
and  contractual  control  over  provider  contracts . 
Comparing  contracts  requires  a  similar  basis  for  com- 
puting unit  costs  for  all  providers.  DDD  management 
could  perform  such  comparisons  to  determine  whether 
providers  are  operating  inefficiently. 
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RECOMMENDATION 

We  recommend  that  SRS: 

1.  Establish  a  consistent  basis  for  calculating  unit  costs  on 
natural    parent    training,    semi-independent    living,    and 
respite  contracts. 

2.  Compute  minimum  unit  requirements  for  all  contracts  so 
that  when  the  client  load  falls  below  the  level  originally 
estimated  and  budgeted  for,  a  variable  rate  can  be  paid. 

Unexpended  Contract  Balances 

As  previously  discussed,  providers  send  monthly 
reports  to  SRS  detailing  their  financial  positions. 
These  reports  state  the  amount  budgeted,  the  amount 
spent,  and  the  amount  remaining  in  the  budget.   The 
year  end  report  indicates  whether  the  provider  over- 
spent or  had  funds  remaining  in  the  contract. 

DDD  normally  pays  providers  one-twelfth  of  the 
total  contract  amount  each  month.   We  found  that  pro- 
viders did  not  always  spend  the  entire  contract  amount 
and  that  certain  providers  failed  to  return  the  unspent 
amounts  to  SRS.   A  provision  of  the  provider  contract 
requires  that  any  funds  remaining  at  the  end  of  the 
contract  period  revert  to  SRS. 

Of  the  68  contracts  and  grants  we  sampled,  only  48 
had  accounting  records  complete  enough  to  enable  audit 
testing.   Of  these  48,  we  found  14  contracts  or  grants 
that  had  funds  remaining  that  were  not  returned  to  SRS . 
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The  funds  remaining  in  these  contracts  and  grants 
totaled  over  $12,800.   Two  of  these  providers  stated 
they  attempted  to  return  the  funds  but  were  told  by 
division  personnel  to  keep  them  until  a  later  date. 
Other  providers  were  not  sure  what  they  were  to  do  with 
unspent  funds. 

Fiscal  year  1976-77  DDD  provider  contracts  include 
provisions  allowing  DDD  to  reduce  the  next  year's 
contract  by  the  amount  of  unspent  funds  or  require  the 
provider  to  return  the  unspent  funds.   Rather  than 
reducing  the  next  year's  contract  amount,  DDD  could 
include  provisions  in  the  contract  which  allow  for 
reduction  of  the  subsequent  year's  monthly  reimburse- 
ments to  recapture  the  unspent  funds . 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Revise  providers'  contracts  to  require  the  return  of 
unspent  moneys  promptly  at  year-end,  either  by  pro- 
viders returning  unspent  moneys  or  by  reducing  the 
monthly  payments  in  the  next  year. 

2.  Promptly  review  year-end  expenditure  reports  and  monitor 
the  return  of  unspent  moneys. 

Contract  and  Grant  Close  Out 

DDD    issues    contracts     to    providers     for    periods 
ranging    from    two    months    to    one    year.      Each    contract 
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must  be  closed  after  the  completion  date  stated  on  the 
contract  or  grant.   Unexpended  balances  determined  from 
this  procedure  must  be  returned  to  SRS. 

We  noted  several  problems  associated  with  closing 
contracts  and  grants .   A  number  of  providers  closed 
their  contracts  7  to  21  months  after  the  contract 
period.   Because  the  close  out  was  not  done  promptly, 
unexpended  contract  funds  were  available  to  be  spent  by 
the  provider.   Our  audit  indicated  that  in  some  cases 
the  provider  expended  these  funds  in  the  succeeding 
contract  period. 

For  two  providers,  we  noted  a  total  of  $3,535 
charged  to  fiscal  year  1976-77  contracts  when  the 
expenditures  related  to  fiscal  year  1977-78.   The  two 
providers  involved  made  these  expenditures  as  late  as 
seven  months  after  the  contract  completion  date. 
Another  provider,  in  order  to  prevent  remaining  con- 
tract funds  from  reverting  back  to  DDD,  prepaid  expend- 
itures amounting  to  $2,000  with  contract  funds  from  a 
fiscal  year  1975-76  contract.   The  services  rendered 
benefited  fiscal  year  1976-77. 

DDD  personnel  explained  that  providers  received 
contract  and  grant  close  out  instructions.   The  in- 
structions required  close  out  financial  reports  within 
90  days  for  contracts  and  within  60  days  for  grants. 
The  instructions,  which  were  omitted  from  the  original 
contract  provisions,  did  not  define  a  valid  obligation 
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at  the  end  of  the  contract  and  grant  periods.   Grant 
documents  required  that  all  payments  be  "used"  within  a 
certain  time  period.   "Used"  is  a  vague  term  that 
should  be  clarified.   Some  providers  interpreted  "used" 
to  include  accrued  expenditures  while  others  believed 
expenditures  were  required  to  be  paid  by  the  completion 
date  stated  on  the  contract. 

Including  a  clause  in  the  contract  and  grant 
documents  making  reference  to  detailed  close  out  in- 
structions,  and  including  a  definition  of  a  valid 
obligation  at  the  contract  and  grant  completion  dates 
in  the  instructions  would  incorporate  these  matters  as 
binding  conditions  of  the  contract.   This  would  give 
DDD  authority  to  take  corrective  action  in  the  event 
the  providers  fail  to  comply  with  these  instructions. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Include  and  enforce  close  out  instructions  in  contracts 
and  grants  with  providers. 

2.  Define  a  valid  obligation  at  the  contract  and  grant  com- 
pletion dates,  and  include  this  definition  in  the  contract 
and  grant  agreements. 

CONTRACT   ADMINISTRATION 
Duplication  of  Services 

DDD    contracted    with    different    providers    in    the 
same    area    to   provide   the   same   services.      This   happened 
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in  both  respite  and  natural  parent  training  services. 
Respite  care  services  include  in-home  and  out-of-home 
care  for  developmentally  disabled  persons  for  temporary 
periods  to  relieve  natural  home,  foster  home,  and  group 
home  parents.   Natural  parent  training  services  provide 
training  and  information  to  families  to  assist  in  the 
in-home  care  and  development  of  the  child  to  avoid 
institutionalization. 

One  respite  care  contract  started  in  July  1976, 
and  the  provider  had  difficulty  serving  enough  clients 
to  justify  monthly  reimbursements  from  the  division. 
The  provider  served  an  average  of  one  client  per  month 
for  the  first  seven  months,  yet  received  $10,790  in 
payment  from  the  DDD.   For  the  remaining  5  months  of 
the  contract,  the  provider  served  an  average  of  15 
clients  each  month.   Another  provider  was  granted  a 
contract  in  January  1977,   and  experienced  similar 
problems.   The  second  provider  did  not  serve  any  cli- 
ents for  three  months  and  for  the  following  three 
months  served  no  more  than  five  clients  per  month.   DDD 
paid  this  provider  $17,020  for  this  service.   Because 
DDD  contracted  with  the  second  provider  for  an  identi- 
cal service  in  the  same  area  when  the  workload  could 
have  been  handled  by  one  provider,  SRS  financed  an 
unnecessary  duplication  of  services. 

DDD  also  established  two  natural  parent  training 
contracts  within  the  same  region.   One  provider  was  to 
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serve  families  throughout  the  region.   The  other  pro- 
vider served  a  smaller  area  within  the  same  region. 
The  total  amount  of  the  contracts  was  $112,894.   This 
cost  includes  a  duplication  of  administrative  salaries, 
travel,   insurance,  and  professional  and  educational 
supplies.   A  careful  review  of  contracts  would  elimi- 
nate the  unnecessary  duplication  of  contracts  within  a 
region  or  geographic  area. 

RECOMMENDATION 

We  recommend  that  SRS  review  regional  requirements  and  all 
provider  contracts  to  determine  if  issuance  of  contracts  within 
the  same  region  will  result  in  a  duplication  of  services. 

Multiple   Contracts 

The  division  issued   four   short-term  transportation 
contracts    and    three    vocational    contracts    to    one   pro- 
vider   during    fiscal    year    1976-77.      After  each  contract 
period   the   provider   had   to    close    out    the    contract  and 
budget     for     a     new     one.       This     contracting    procedure 
unnecessarily    increases    administrative    costs    for    the 
provider    and    DDD.       The    division's     reason    for    using 
multiple    contracts    was    to    keep    a    close    watch   over   the 
provider.      The   DDD   was   unsure   as   to   the   new  provider's 
capability  and  believed  more   control   could  be   exercised 
with  short-term  contracts . 
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During  our  audit  we  found  that  the  division  issued 
short-term  contracts  for  three  transportation  and  three 
vocational  services  contracts  to  an  established  pro- 
vider for  fiscal  year  1975-76.   This  provider  had  been 
contracting  with  DDD  since  1974.   Since  the  provider 
was  not  new,  the  division  should  have  been  aware  of  its 
operational  and  monetary  needs  so  that  a  fiscal  year 
contract  for  each  service  could  have  been  issued. 

Controls  are  available  with  fiscal  year  contracts. 
Modifications,  if  needed,  can  be  handled  through  budget 
amendments.   Noncompliance  with  contract  provisions  can 
be  handled,  if  necessary,  by  cancellation  of  contracts. 

RECOMMENDATION 

We  recommend  that  SRS  issue  contracts  on  a  fiscal  year  basis, 
whenever     possible,      utilizing     amendments     for     necessary 
changes . 

Budget  Justification 

DDD  issued  several  provider  contracts  without 
requiring  any  written  justification  from  providers  for 
budget  line  items.   We  found  the  following  line  items 
in  various  contracts  had  no  explanation  or  support: 
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UNSUPPORTED  CONTRACT 

BUDGET  ITEMS 

Line  Item 

Amount 

Staff  travel 

$  4,800 

Staff  travel 

20,000 

Office  supplies 

2,000 

Parent  training 

40,400 

Accounting  fees 

6.300 

Staff  travel 

11,025 

Professional  supplies 

1,500 

Staff  travel 

1,800 

Professional  supplies 

4,000 

Advertisement 

1,200 

Parent  training 

9,000 

Three  of  these  contracts  were  for  natural  parent 
training.   Each  of  them  had  a  significant  unexpended 
balance  at  the  end  of  the  contract  period.   The  follow- 
ing table  lists  the  budgeted  amount  for  three  natural 
parent  training  contracts  and  the  remaining  balances. 


42 


NATURAL  PARENT 
TRAINING  CONTRACTS 

Amount  Budgeted                                  Remaining  Balance 

$13,527 

$10,426 

83,065 

33,226 

159,433 

15,065 

One  DDD  official  told  us  these  contracts  were  over- 
budgeted  and  that  DDD  did  not  know  if  the  contracts 
were  for  reasonable  amounts. 

Requiring  all  budget  line  items  to  be  fully  justi- 
fied in  writing  provides  assurance  that  all  providers 
are  treated  equally.   Available  funds  can  then  be 
distributed  based  upon  the  merit  of  the  providers' 
justifications . 

During  our  review  we  found  a  wide  variation  in 
levels  of  funding  for  providers'  administrative  sal- 
aries. Funding  based  on  DDD  developed  guidelines  for 
provider  salaries  would  eliminate  possible  inequities 
in  SRS '  salary  funding  for  providers. 


43 


RECOMMENDATION 

We  recommend  that  SRS: 

1.  Request  providers  to  submit  justification  for  all  budget 
line  items  and  use  this  justification  for  determining  the 
reasonableness  and  level  of  SRS  funding. 

2.  Establish  a  standard   funding  level  for  providers'   admin- 
istrative salaries. 

Records  Retention 

During  our  audit  work  we  found  that  a  DDD  employee 
discarded  the  monthly  reports  for  the  first  eleven 
months  of  fiscal  year  1975-77.   This  violates  the 
Montana  Operations  Manual,  General  Records  Retention 
Schedule  which  requires  retention  of  monthly  reports 
for  four  years.   We  found  instances  where  providers  did 
not  have  copies  of  monthly  reports  either,  making  it 
impossible  to  audit  these  financial  records  or  to 
verify  the  reasonableness  of  contract  payments  made  by 
DDD. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Retain    records    in    accordance   with    the    General  Records 
Retention  Schedule. 

2.  Establish  provisions  in  its  provider  contracts  that  require 
providers    to   retain    their   financial    records    for   at  least 
four  years. 
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Mathematically  Incorrect  Contracts  and  Grants 

We  found  five  contracts  and  one  grant  approved  by 
DDD  which  were  mathematically  incorrect.   The  addition 
errors  in  the  contracts--totalling  over  $10,000 — 
occurred  in  the  itemization  of  total  funds  for  the 
contract  period.   The  error  in  the  grant — totalling 
$500 — was  contained  in  a  supporting  schedule  submitted 
by  the  provider.   In  all  6  cases,  DDD  was  budgeting  for 
these  providers  based  on  erroneous  information. 

RECOMMENDATION 

We   recommend   that   SRS   review  all  contracts  and  grants  for 

mathematical  errors  before  final  approval. 

Provider  Leasebacks 

Current  DDD  policies  do  not  prohibit  providers 
from  leasing  group  homes  from  provider  employees .   One 
provider  is  leasing  a  home  from  its  director.   In  two 
instances,  we  found  providers  leasing  group  homes  from 
the  group  home  parents. 

In  another  case,  we  visited  a  provider  who  was 
given  a  DDD  grant  to  construct  a  greenhouse  for  use  as 
a  training  facility.  The  greenhouse  was  erected  on  a 
permanent  foundation  on  land  leased  from  the  director 
for  the  provider.  Although  the  lease  payment  for  the 
land  was  reasonable,  we  found  that  the  terms  of  the 
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lease  did  not  allow  the  provider  to  remove  the  green- 
house at  the  end  of  the  lease  term.   Because  of  this, 
the  ownership  of  the  greenhouse  at  the  end  of  the  lease 
term  is  questionable.   Because  the  provider's  lease  was 
not  properly  recorded  at  the  county  clerk  and  re- 
corder's office,  it  could  be  difficult  to  enforce  in 
the  event  of  transfer  of  title  to  the  land. 

Although  we  did  not  find  any  definite  abuses  in 
the  use  of  leasebacks,  provider  corporations  con- 
tracting with  individuals  not  involved  in  provider 
operations  would  avoid  the  potential  for  abuse.   If  DDD 
required  in  its  contracts  that  providers  do  business 
with  individuals  outside  the  nonprofit  corporation,  the 
state  would  be  saved  significant  administrative  time  in 
monitoring  such  contracts  for  possible  abuse.   To 
assure  that  the  state  funded  greenhouse  discussed  above 
may  be  removed  at  the  end  of  the  lease  term,  the  pro- 
vider involved  will  have  to  renegotiate  its  land  lease 
and  properly  record  this  lease  at  the  county  clerk  and 
recorder's  office. 

RECOMMENDATION 

We  recommend  that  SRS  include  a  provision  in  DDD  provider 
contracts  requiring  providers  to  transact  business  with  indi- 
viduals not  otherwise  involved  with  the  providers. 


46 


Property  Records 

Federal  regulations  require  that  grantees  (DDD) 
maintain  property  records  that  describe  and  identify 
the  property,  note  acquisition  date  and  cost,  and 
indicate  the  location,  use,  and  condition  of  property 
purchased  with  federal  funds . 

DDD  has  an  incomplete  listing  for  property  pur- 
chased by  providers  throughout  the  state.   As  of  June 
30,  1978,  this  listing  included  equipment  costing  over 
$300  purchased  by  eight  DDD  providers  with  DDD  moneys. 
We  obtained  inventory  records  from  providers  in  one 
region  to  compare  with  records  maintained  by  DDD.   DDD 
had  information  for  only  one  provider  in  the  entire 
region  tested.   Several  of  the  providers  we  visited  did 
not  maintain  inventory  records  for  their  fixed  assets. 

Upon  dissolution  of  a  provider  nonprofit  corpora- 
tion, the  DDD  provider  contract  states  that  property 
bought  with  state  and  federal  funds  is  to  be  trans- 
ferred to  a  similar  nonprofit  corporation  selected 
jointly  by  the  corporation  and  SRS .   Without  adequate 
inventory  records,  DDD  cannot  determine  what  property 
the  dissolving  corporation  should  transfer  and  assure 
that  it  is  properly  transferred.   Recently  a  group  home 
was  closed  and  the  provider  transferred  household 
furnishings  to  a  new  group  home.   Incomplete  property 
records  made  it  impossible  for  DDD  to  determine  if  all 
federal  and  state  property  was  transferred. 
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Another  problem  is  caused  by  the  absence  of  suffi- 
cient property  records.   Providers  should  not  be  charg- 
ing DDD  for  depreciation  of  property  purchased  with 
state  and  federal  funds.   One  provider  we  visited  was 
charging  DDD  for  depreciation,  but  did  not  know  what 
funds  were  used  to  pay  for  the  property.   When  this  is 
done,  the  provider  may  receive  double  funding  for  the 
property — once  when  purchased  and  once  when  depreci- 
ated.  An  accurate,  up-to-date  property  inventory  would 
help  eliminate  possible  double  funding. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Include  a  provision  in   the   DDD   contracts   requiring  pro- 
viders to  keep  records  of  property  purchased  with  federal 
and  state  funds. 

2.  Keep  inventory  listings  in  compliance  with  federal  regu- 
lations . 

3.  Retain    full    authority    over    the    disposition   of   property 
purchased  by  providers  with  DDD  moneys. 

Controlling  Contract  Expenditures 

The    SRS    fiscal    bureau    does    not   maintain    a    system 
of    controlling    and    reconciling    contract    expenditures 
for    DDD.       For     fiscal    year    1975-76,     we    compared    the 
fiscal   bureau's   hand-kept  records    for  provider  contract 
expenditures    with    total    expenditures    recorded    on    the 
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statewide  Budget  and  Accounting  System  (SBAS).   Our 
analysis  revealed  that  the  hand-kept  records  differed 
from  the  SBAS  report  by  a  total  of  $6,866. 

Another  related  problem  concerns  the  method  the 
fiscal  bureau  uses  to  compile  DDD  expenditures.  The 
SBAS  reports  summarize  expenditures  by  type  of  service 
provided.  For  example,  all  transportation  contracts 
statewide  are  combined  into  one  total  on  SBAS .  Since 
there  is  no  breakdown  of  this  total  by  contract  or 
region,  DDD  and  the  fiscal  bureau  maintain  hand-kept 
records  to  obtain  more  detailed  cost  information. 

For  fiscal  year  1976-77,  DDD  prepared  an  annual 
report  summarizing  the  various  types  of  contracts  by 
region,  detailing  the  amount  of  actual  expenditures  for 
each  contract.  We  compared  this  report  with  amounts 
listed  on  SBAS.  The  annual  report  and  SBAS  contained 
different  amounts  for  both  the  program  total  and  sub- 
program totals.  For  instance,  the  following  table 
illustrates  a  sample  of  the  sub-program  total  differ- 
ences . 
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EXPENDITURE  REPORT 
DIFFERENCES 

Subprogram 
Vocational  services 

DDD  Fiscal  Year  1976  77 
Annual  Report 

SBAS  Program  Group 
Cost  Analysis  Report 

$  3,060,398 

$  3,079,367 

Transportation 

377,395 

376,634 

Group  home  training 

525,453 

703,736 

Advocacy 

8,772 

29,687 

Natural  parent  training 

386,445 

129,497 

Treatment  -■  Follow  along 

90,930 

197,834 

Certain  discrepancies  are  attributable  to  DDD's 
categorizing  expenses  differently  on  subsidiary  records 
than  SBAS.  However,  total  program  expenditures  did  not 
reconcile.  According  to  the  DDD  annual  report,  total 
program  expenditures  were  $11,372  greater  than  total 
expenditures  listed  in  SBAS.  If  SRS  had  used  SBAS  to 
gather  this  information  in  the  necessary  detail,  DDD 
could  have  prepared  their  annual  report  directly  from 
it,  eliminating  the  need  for  hand-kept  records. 

SBAS  could  provide  the  fiscal  bureau  the  informa- 
tion needed  relating  to  each  contract,  including  the 
budgeted  amount  for  each  contract,  year  to  date  expend- 
itures, and  balance  remaining  in  the  contract.   Once 
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all  contracts  are  recorded,  the  fiscal  bureau  will  have 
the  flexibility  to  combine  responsibility  centers  to 
capture  expenditure  data  by  region  and  type  of  service. 
This  detail  is  essential  for  proper  program  adminis- 
tration. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Record  each  provider  contract  on   SBAS  as   soon  as  pos- 
sible. 

2.  Prepare  annual  DDD  financial  reports  from  SBAS. 

Group  Home  Licenses 

A  group  home  is  a  family  oriented  residence  pro- 
viding living  facilities  for  developmentally  disabled 
persons  as  an  alternative  to  institutionalized  living. 
The  Administrative  Rules  of  Montana  give  SRS,  in  con- 
junction with  the  Department  of  Health  and  Environ- 
mental Sciences,  the  responsibility  of  licensing  the 
group  homes.   Current  licensing  procedures  include  a 
review  of  the  home's  compliance  with  state  guidelines, 
such  as  specifications  on  client  rights,   training 
programs,  living  conditions,  and  building  maintenance. 
Compliance  with  these  guidelines  is  important  to  assure 
the  clients'  well-being. 

The  social  services  bureau  of  SRS  is  responsible 
for  issuing  the  licenses.   Bureau  personnel  said  they 
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have  trouble  keeping  licensing  current  due  to  under- 
staffing.  During  our  audit,  we  found  eight  instances 
where  group  homes  were  not  properly  licensed.  Unless 
there  is  annual  renewal  of  licenses  SRS  has  no  docu- 
mentation that  group  homes  are  being  operated  in  ac- 
cordance with  state  guidelines. 

RECOMMENDATION 

We  recommend  that  SRS  license  group  homes  annually  in  accord- 
ance with  guidelines  set  forth  in  the  Administrative  Rules  of 
Montana . 

Internal  Audit  Findings 

The  Audit  and  Contract  Management  Bureau  of  SRS 
performs  audits  of  provider  records  upon  request  of  the 
DDD.   The  reports  resulting  from  these  audits  outline 
problems  noted  during  the  audits  and  suggest  solutions 
for  them.   Amounts  due  to  DDD  because  of  disallowed 
expenditures  and  contracts  underspent  are  also  included 
in  the  reports . 

We  reviewed  audit  reports  for  five  providers  to 
determine  if  the  amounts  disallowed  and  underspent  were 
returned  to  SRS.  We  found  no  evidence  that  any  money 
was  returned  from  four  of  the  providers.  The  reports 
for  these  providers  disclosed  $25,120  in  unspent  con- 
tract moneys  and  $8,785  in  disallowed  expenditures. 
During  fiscal  year  1975-76,  DDD  had  no  system  for 
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follow-up  on  audit  fundings  or  for  collecting  amounts 
due  the  state.  An  SRS  official  told  us  that  in  Decem- 
ber 1977,  a  policy  was  initiated  to  follow-up  on  audit 
reports  and  take  timely  action  on  audit  findings. 

For  the  fifth  report  we  reviewed,  the  moneys  were 
not  returned  because  of  actions  taken  by  DDD  officials. 
In  this  instance,  the  Audit  and  Contract  Management 
Bureau  performed  an  audit  of  a  provider  and  disallowed 
contract  expenditures  totalling  $23,280.   Instead  of 
requiring  the  provider  to  reimburse  the  total  amount  of 
the  disallowance,  DDD  decided  that  requesting  the 
return  of  such  a  large  disallowance  would  be  a  gross 
disservice  to  the  clients  served  by  this  provider 
because  the  repayment  might  cause  the  provider  to  cease 
operation.   Therefore,  the  provider  was  not  required  to 
return  the  money  as  long  as  it  corrected  certain  book- 
keeping problems. 

RECOMMENDATION 

We  recommend  that  SRS  properly  follow-up  on  Audit  and  Con- 
tract Management  Bureau  audit  findings. 

--Improper  Contract  Amendments 

We  found  that  the  executive  director  of  a  provider 
deposited  into  his  personal  business  account  a  $5,680 
state  warrant  payable  to  the  provider  for  which  he 
worked.   The  state  warrant  was  payment  for  contract 
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moneys  due  the  provider.   This  situation  was  initially 
disclosed  in  an  audit  report  issued  by  the  SRS  Audit 
and  Contract  Management  Bureau.   Upon  further  investi- 
gation, the  provider  verified  that  this  person  had  made 
the  deposit  into  his  own  account. 

The  Board  of  Directors  for  the  provider  stated 
they  had  no  record  of  submitting  the  contract  amend- 
ments which  generated  the  payment.   The  provider  also 
stated  that  the  signatures  on  both  contract  amendments 
appeared  to  be  forgeries.   When  this  matter  was  brought 
to  the  employee's  attention,  he  repaid  the  $5,680.   It 
was  then  held  in  a  special  savings  account  awaiting 
SRS'  direction.   SRS  subsequently  directed  the  provider 
to  use  these  funds  to  pay  a  lift  manufacturer  for  3 
lifts  billed  to  the  provider  (see  page  59)  and  to  pay 
certain  accounting  fees. 

Because  this  problem  represents  an  apparent  penal 
violation,  we  have  referred  it  to  the  Governor  and 
Attorney  General  pursuant  to  the  provisions  of  Section 
79-2310(3),  R.C.M.  1947. 

DDD  Financial  Review  of  Provider 

The  DDD  also  performs  financial  reviews  of  pro- 
viders. These  reviews  disclose  bookkeeping  problems 
and  determine  amounts  underspent  and  due  to  the  state. 
In  March  1977,  a  report  resulting  from  the  review  of  a 
provider  requested  that  $4,959  of  unspent  monies  be 
returned  to  SRS.   In  August  1977,  the  DDD  regional 
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supervisor,  acting  without  approval  from  the  division, 
gave  this  provider  written  permission  to  spend  the 
money  on  the  remodeling  of  a  group  home  and  back  wages 
for  group  home  counselors . 

DDD  regional  supervisors  do  not  have  the  authority 
to  authorize  expenditures  of  this  type.   Providers  must 
have  an  approved  amendment  to  their  contracts  or  new 
contracts  with  DDD  in  order  to  spend  these  moneys. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Instruct  regional  supervisors  that  they  do  not  have  the 
authority  to  authorize  expenditures  outside  the  scope  of 
contract  agreements. 

2.  Require  all  unspent  moneys  to  be  returned  to  SRS  in  a 
timely  manner. 

DDD  ADMINISTRATION 

Our  audit  of  the  Developmental  Disabilities  Divi- 
sion disclosed  significant  problems  in  the  management 
of  DDD  programs.  As  discussed  in  previous  sections  of 
this  report,  we  found  problems  in:  (1)  the  grant 
management  and  provider  reimbursement  policies  and 
procedures  used  by  the  division,  (2)  contract  compli- 
ance by  providers,  and  (3)  the  division's  administra- 
tion of  its  provider  contracts.  In  addition,  we  found 
management  problems  within  the  division  which  are  not 
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necessarily  directly  related  to  providing  services  to 
DDD  clients.   These  problems  are  discussed  in  the 
following  sections. 
Regional  Supervision 

We  noted  several  instances  during  our  audit  where 
DDD  regional  supervisors  engaged  in  activities  which 
were  in  conflict  with  their  SRS  duties.   In  two  cases 
involving  one  supervisor,  the  problems  represented  ap- 
parent penal  violations.   In  those  cases,  we  referred 
the  matters  to  the  Governor  and  the  Attorney  General 
pursuant  to  the  provisions  of  Section  79-2310(3), 
R.C.M.  1947.   In  other  cases,  the  problems  represent 
violations  of  the  code  of  ethics  for  state  employees. 
A  discussion  of  regional  supervision  problems  is  pre- 
sented in  the  following  sections. 
— Code  of  Ethics 

During  our  audit,  we  found  instances  where  two  SRS 
regional  supervisors  violated  the  code  of  ethics  for 
state  employees  contained  in  Section  59-1709,  R.C.M. 
1947.   We  discussed  these  instances  with  DDD  officials 
who  indicated  they  were  aware  of  these  violations. 

In  one  instance,  a  DDD  regional  supervisor  is  also 
the  owner  of  a  business  which  sells  and  services  prod- 
ucts for  the  handicapped.   The  supervisor  sold  one  hy- 
draulic wheelchair  lift  to  a  nonprofit  provider  and  is 
currently  negotiating  the  sale  of  another  through  a  car 
dealer,  who  will  in  turn  sell  to  the  provider.   Both  of 
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these  providers  are  in  the  region  under  the  super- 
visor's jurisdiction. 

Section  59-1706(2e),  R.C.M.  1947,  contains  the 
rules  of  conduct  for  public  employees  and  provides  in 
part: 


(1)  Proof  of  commission  of  any  act  enum- 
erated in  this  section  is  proof  that  the 
actor  has  breached  his  fiduciary  duty. 

(2)  A  state  officer  or  a  state  employee  may 
not: 

(e)  perform  an  official  act  directly  and 
substantially  affecting  to  its  economic 
benefit  a  business  or  other  undertaking 
in  which  he  either  has  a  substantial 
financial  interest  or  is  engaged  as 
counsel,  consultant,  representative,  or 
agent. 


It  is  a  violation  of  this  section  for  an  employee  to 
sell  products  through  a  private  business  to  a  provider 
over  whom  the  state  employee  exercises  control  in  his 
state  position.   Regional  supervisors  negotiate  budgets 
and  budget  amendments  for  nonprofit  providers.   There- 
fore, the  individual  described  above  has  apparently 
violated  the  state's  code  of  ethics. 

Another  regional  supervisor  resigned  his  position 
September  15,  1977.   In  October  1977  he  became  the 
coordinator  of  a  nonprofit  provider  in  the  same  region. 
Before  he  resigned,  the  supervisor  approved  the  fiscal 
year  1977-78  contracts  for  that  provider. 

Ethical  principles  for  public  officers  and  em- 
ployees. Section  59-1709(3),  R.C.M.  1947,  states,  in 
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part,  that  a  public  officer  or  employee  should  not, 
within  the  months  following  the  voluntary  termination 
of  his  employment,  obtain  employment  in  which  he  will 
take  direct  advantage,  unavailable  to  others,  of  mat- 
ters which  he  was  directly  involved  in  during  his  term 
of  employment.  The  former  supervisor  apparently  vio- 
lated this  statute  when  he  took  a  job  with  the  DDD 
provider  after  he  left  employment  with  SRS . 

Section  59,  Chapter  17,  R.C.M.  1947,  does  not 
include  penalties  for  persons  who  violate  the  pro- 
visions within  the  Section. 
— Conflicts  of  Interest 

One  of  the  providers  we  visited  during  our  field 
work  received  a  grant  to  install  a  smoke  and  fire  alarm 
system  in  two  of  its  group  homes.   On  the  advice  of  the 
DDD  regional  supervisor,  the  board  of  directors  for  the 
provider  contacted  a  contract  brokerage  firm,  which 
charged  a  fee  of  $100  to  locate  a  suitable  contractor 
for  this  installation.   The  contract  brokerage  firm 
decided  to  award  the  contract  to  itself.   As  the  work 
progressed,  on  several  occasions  the  regional  super- 
visor requested  that  the  provider's  bookkeeper  prepay 
the  contract  brokerage  firm.   These  prepayments  were 
given  to  the  regional  supervisor  who  said  he  would 
deliver  them  to  the  contract  brokerage  firm.   The 
bookkeeper  made  approximately  $6,658  in  prepayments 
even  though  the  installation  was  never  completed. 
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In  our  attempts  to  locate  the  brokerage  firm  and 
its  owners,  we  checked  several  addresses  used  by  the 
company.   Persons  at  each  address  denied  any  knowledge 
of  the  company.   We  contacted  one  subcontractor  used  by 
the  firm.   The  subcontractor  stated  he  thought  he  was 
working  for  the  regional  supervisor.   He  said  the 
regional  supervisor  paid  him  for  the  work  he  performed. 
Several  other  individuals  interviewed  believed  the 
regional  supervisor  and  the  contract  brokerage  firm 
were  working  together. 

We  also  found  that  this  same  SRS  regional  super- 
visor requested  providers  to  prepay  a  private  company 
for  hydraulic  lifts  to  be  installed  in  vans  to  trans- 
port handicapped  clients  (see  the  following  report 
section) . 

Finally,  our  audit  disclosed  that  this  regional 
supervisor  recommended  a  person  to  be  the  executive 
director  for  a  provider  in  his  region  even  though  the 
person  was  previously  fired  as  executive  director  for 
another  provider  because  of  mismanagement.  Our  audit 
work  revealed  that  the  person  the  regional  supervisor 
recommended  for  the  director's  job  was  the  same  person 
who  owned  the  company  that  received  prepayments  from 
providers  for  hydraulic  lifts. 
--Hydraulic  Lifts 

Several  providers  in  DDD  Region  II  ordered  hydrau- 
lic wheel  chair  lifts  to  be  installed  in  vans  used  to 
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transport  handicapped  clients.  These  providers  were 
instructed  by  the  SRS  regional  supervisor  that  prepay- 
ments were  necessary  when  purchasing  these  lifts. 

The  executive  director  for  one  DDD  provider  sold 
the  lifts  to  other  providers  in  the  region.  This 
individual  originally  ordered  the  lifts  from  the  manu- 
facturer through  a  wholesale  company  and  later  placed 
orders  through  his  own  private  company.  This  person 
received  five  orders  while  acting  as  an  agent  for  the 
wholesale  company  and  13  orders  through  his  own  com- 
pany. Even  though  he  received  payment  in  full  for  all 
18  lifts,  he  delivered  only  11  lifts  to  providers. 

He  failed  to  pay  the  manufacturer  for  three  of  the 
lifts  he  delivered.   Because  this  person  used  a  pro- 
vider's letterhead  stationery  to  transact  business  with 
the  manufacturer,  it  appeared  to  the  manufacturer  that 
he  was  acting  as  the  provider's  agent.   As  a  result, 
the  lift  company  held  the  provider  responsible  for 
payment  of  the  three  lifts,  even  though  the  provider 
was  not  involved  with  the  transactions. 

In  summary,  this  individual  took  orders  and  re- 
ceived payment  in  full  for  18  hydraulic  lifts,  de- 
livered only  11  and  caused  a  provider  to  pay  the  manu- 
facturer for  three  lifts  it  did  not  order  or  receive. 
All  of  these  payments  were  made  with  DDD  contract 
money. 
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SRS  officials  brought  this  matter  to  our  attention 
during  our  audit  of  the  department.   Our  audit  dis- 
closed this  person  apparently  received  and  kept  $14,140 
in  prepayments  without  delivering  merchandise,  received 
and  kept  $6,060  in  prepayments  for  lifts  he  delivered 
for  which  he  did  not  pay  the  lift  manufacturer,  and 
made  a  profit  of  approximately  $3,000  on  three  lifts 
purchased  and  delivered  through  him.   This  person  used 
his  position  as  executive  director  of  a  provider  to 
obtain  the  money  from  other  providers .   Because  DDD 
provides  primary  funding  for  many  of  these  providers, 
the  state  actually  lost  most  of  this  money. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Closely  monitor  the  activities  of  its  DDD  regional  super- 
visors . 

2.  Incorporate  provisions  in  its  provider  contracts  to  pre- 
vent providers  from  hiring  former  DDD  employees  in 
violation  of  the  code  of  ethics. 

Training  Contracts 

— Institute  for  Habilitative  Services 

DDD  contracted  with  the  Montana  Teaching-Family 
Program,  Institute  for  Habilitative  Services,  Eastern 
Montana  College  (EMC)  to  train  providers  in  the  use  of 
the  Achievement  Place  Model  client  training  technique. 
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Provider  boards  representing  18  group  homes  selected 
approximately  72  representatives  to  attend  six  separate 
seven  day  workshops.   Although  DDD  originally  budgeted 
$95,000  for  this  training,  the  contract  was  finally 
signed  for  $82,042.   The  $12,958  difference  was  amended 
into  a  contract  between  the  DDD  and  the  Training  and 
Resource  Information  Center  (TRIG)  (another  provider 
which  provides  training  services  to  DDD  and  its  pro- 
viders) (see  page  63).   The  EMC  contract  period  was 
July  1,  1977  to  June  30,  1978,  but  the  contract  was 
terminated  on  March  31,  1978,  along  with  the  amendment 
to  the  TRIC  contract.   According  to  the  DDD  Adminis- 
trator,  this  termination  was  due  to  "programmatic 
concerns"   by  DDD  staff  and  "significant  exceptions 
taken  by  federal  auditors"  (see  page  73). 

An  audit  report  written  by  the  Audit  and  Contract 
Management  Bureau  of  SRS  on  this  contract  stated  that 
only  18  persons  completed  the  training  at  an  audited 
cost  of  $40,932.   The  audited  cost  per  trainee  was 
$2,274.   Of  the  18  persons  who  completed  the  course  no 
more  than  12  persons  were  group  home  parents .   The 
other  6  persons  were  administrative  personnel  and 
school  teachers  whose  training  may  not  be  allowable 
expenditures  of  federal  funds.   The  number  of  days 
spent  by  persons  in  training  under  the  contract  was 
calculated  as  130.   Therefore,  the  audited  cost  per  day 
was  $315.   SRS'  efficient  operation  of  DDD  requires 
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contract  monitoring  procedures  which  are  adequate  to 
identify  high  cost  contracts  such  as  this  before  sig- 
nificant costs  are  incurred. 

RECOMMENDATION 

We    recommend    that    SRS    establish    procedures    to    properly 

monitor  training  contracts. 

— TRIG  Amendment 

The  division  amended  its  training  contract  with 
TRIG  in  December  1977  to  include  the  $12,958  that  was 
deleted  from  the  budget  for  a  training  contract  with 
the  Montana  Teaching-Family  Program,  Institute  for 
Habilitative  Services,  Eastern  Montana  Gollege  (see 
page  51).  This  amendment  covered  the  period  July  1, 
1977  through  June  30,  1978,  but  was  terminated  March 
31,  1978. 

The  amendment  did  not  describe  the  services  to  be 
provided  or  the  objectives  to  be  achieved  with  the 
amendment.  The  administrator  of  DDD  stated  that  the 
amendment  was  intended  to  provide  programmatic  leader- 
ship and  standard  professional  evaluation  of  trainees 
for  the  community  home  development  contract  at  EMC. 

The  consultant  prepared  a  description  of  services 
to  be  delivered  which  stated  he  was  to  be  reimbursed  at 
the  rate  of  $150  a  day.   This  description  of  services 
projected  33  days  of  service  between  July  1977  and 
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February  1978.   No  dollar  total  for  services  to  be 
delivered  was  in  this  description,  but  at  the  rate  of 
$150  a  day,  this  amounts  to  $4,950.   An  invoice  for 
consultation  services  rendered  by  this  individual  for 
the  period  July  1,  1977  through  December  31,  1977 
requested  $6,478.88,  exactly  one-half  of  the  contract 
amendment.   The  consultant  stated  that  DDD  did  not 
request  a  detailed  statement  of  work  perfomed.   The 
consultant  was  paid  the  amount  requested. 

Neither  the  administrator  of  DDD  nor  the  con- 
sultant could  explain  why  the  TRIG  contract  was  amended 
for  the  consultation  and  evaluation  services.   The 
services  to  be  performed  by  the  TRIG  amendment  do  not 
relate  to  the  program  description  of  the  original  TRIG 
contract  which  was  to  review,  collect,  develop,  and 
disseminate  training  materials  in  the  area  of  community 
based  services. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Adequately    provide    in    all    contracts    and    amendments    a 
detailed  description  of  services  to  be  rendered. 

2.  Require    all    invoices    for  services   to  adequately   describe 
the  services  performed  and  the  service  rate  charged. 

Banff  Gonference  Expenditures 

SRS    paid    a  DDD  employee   $935   in  expenses   and  sal- 
ary   to    attend    the    International   Gonference   on  Behavior 
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Modification  in  Banff,  Canada  even  though  the  employee 
attended  only  one  workshop  for  two  to  three  hours .   The 
employee  told  SRS  officials  that  his  purpose  in  at- 
tending the  conference  was  to  teach  skiing  to  others  in 
attendance.   According  to  the  conference  agenda,  those 
in  attendance  had  free  time  in  the  afternoons,  which 
could  be  spent  skiing. 

The  employee  claimed  an  $85  miscellaneous  expense 
for  registration  fees  on  his  travel  claim  even  though 
the  conference  waived  this  fee.   SRS  paid  this  expense 
even  though  no  receipt  was  attached.   Receipts  are 
required  for  all  miscellaneous  expenses  over  $10 
claimed  as  travel  expenses. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Reimburse  employees  for  miscellaneous  expenses  in  excess 
of  $10  only  if  receipts  are  attached  to  the  travel  claim. 

2.  Determine  prior  to  authorizing  travel  and  conference 
expenses  that  such  expenses  will  be  incurred  for  the 
state's  benefit. 

DDD  Administrator's    Salary 

During   our    audit   work   we    found    that    the    adminis- 
trator   of   DDD    is    paid    a    significant    amount   more    than 
other     SRS     division     administrators.       Other     division 
administrators    at    SRS   are  normally  paid   at  Grade   18   in 
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the  state  classification  and  pay  plan.  The  DDD  admin- 
istrator was  exempted  from  this  plan  and  paid  the 
salary  equivalent  to  Grade  22,  or  approximately  27 
percent  more  than  other  SRS  administrators.  The  exemp- 
tion was  granted  because  of  a  contract  between  SRS  and 
the  Governor's  Office  which  combined  job  duties  of  the 
administrator  during  fiscal  year  1976-77. 

The  administrator,  who  was  formerly  on  the  Gover- 
nor's staff,  became  the  first  administrator  of  DDD 
during  the  latter  half  of  fiscal  year  1976.   In  a 
contract  between  SRS  and  the  Office  of  Budget  and 
Program  Planning,  it  was  established  that  the  adminis- 
trator would  act  in  a  dual  capacity  both  as  the  mental 
health  and  retardation  coordinator  for  the  Governor's 
Office,  and  as  the  acting  administrator  of  DDD.   The 
terms  of  the  agreement  required  the  administrator  to 
report  directly  to  the  Governor's  Office  concerning 
mental  health  and  retardation  activities.   The  funds 
for  the  position  came  from  the  Office  of  Budget  and 
Program  Planning. 

We  could  not  find  a  contract  between  SRS  and  the 
Office  of  Budget  and  Program  Planning  for  the  combined 
job  duties  of  the  administrator  covering  fiscal  years 
1977-78  and  1978-79.  Any  employee's  duties  and  salary 
that  are  outside  the  state  classification  and  pay  plan 
should  be  based  on  a  contract  setting  forth  all  job 
duties  and  the  salary  to  be  paid. 
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RECOMMENDATION 

We   recommend    that    SRS    require    contracts    for   all   employees 
with   duties  and  a  salary   that  are  not  in  accordance  with  the 
state  classification  and  pay  plan. 

Purchase  of  Services 

DDD  provides  services  to  clients  primarily  through 
purchase  of  service  contracts  with  nonprofit  providers. 
State  law  requires  DDD  to  provide  its  services  through 
nonprofit  providers. 

During  our  audit,  we  found  instances  where  estab- 
lishment of  proper  fiscal  control  by  DDD  was  not  pos- 
sible because  DDD  provides  the  major  portion  of  the 
funding  for  these  providers.   In  several  of  these 
cases,  DDD  was  not  able  to  obtain  refunds  of  moneys 
spent  by  providers  which  violated  contract  and  grant 
provisions  because  the  providers  had  no  funds  available 
to  make  the  refunds.   According  to  SRS  officials, 
requiring  the  refunds  or  reducing  subsequent  contract 
payments  would  have  reduced  the  current  level  of  serv- 
ices to  clients  or  might  have  caused  the  providers  to 
go  out  of  business. 

Due  to  SRS'  inability  to  establish  proper  fiscal 
controls  in  contracting  with  nonprofit  corporations, 
alternative  methods  for  providing  services  for  DDD 
clients  should  be  explored.   Primary  factors  that 
should  be  considered  when  evaluating  alternatives  are 
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quality  of  service  and  fiscal  controls  available  when 

dealing  with  the  provider. 

MONTANA  STATE  PLAN  FOR  SOCIAL  SERVICES 

The  Code  of  Federal  Regulations  (CFR)  requires 
each  state  using  Title  XX  funds  to  establish  a  state 
plan  within  guidelines  contained  in  the  CFR.   This  plan 
defines  services  provided,   eligible  clients  to  be 
served,  and  regions  providing  services.   SRS  estimates 
the  number  of  clients  and  expenditures  within  each 
region  and  includes  these  estimates  in  the  state  plan. 
DDD  is  one  of  the  divisions  within  SRS  providing  serv- 
ices included  in  the  state  plan. 
Unsupported  Cost  Estimates 

There  is  no  support  for  the  cost  figures  used  for 
the  seven  DD  services  in  the  state  plan  for  fiscal  year 
1977-78.   SRS  employees  could  not  explain  how  they 
arrived  at  the  costs  used  for  each  region.   They  said 
DDD  had  little  historical  data  on  which  to  base  these 
estimates.   The  cost  diagrams  in  the  state  plan  did  not 
disclose  any  methods  used  to  arrive  at  the  estimated 
expenditures. 

We  noted  significant  variations  when  comparing 
actual  service  costs  to  those  projected  in  the  state 
plan  for  fiscal  year  1977-78.   For  example,  our  review 
of  respite  service  amounts  showed  the  differences 
illustrated  below. 
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DIFFERENCES  IN  COSTS  IN  STATE  PLAN 
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The  projections  in  the  state  plan  should  give  the 
reader  a  general  idea  of  SRS  budgeting  plans.   Vari- 
ances of  this  degree  limit  the  usefulness  of  the  plan 
as  a  budgeting  and  program  monitoring  tool . 

We  could  not  relate  several  of  the  services  pro- 
vided by  DDD  to  those  described  in  the  state  plan.   The 
DDD  annual  report  provides  detail  on  eleven  services. 
The  state  plan  includes  only  seven  services.   DDD 
categorized  the  services  differently  in  the  two  docu- 
ments.  SRS  employees  recognize  this  problem  and  attri- 
bute it  to  their  intent  to  provide  flexibility  in  state 
plan  definitions  so  they  cover  a  range  of  services. 
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There  is  a  significant  difference  in  funds  allo- 
cated to  various  regions  in  the  state  plan's  projection 
of  expenditures.   The  graph  on  page  69,  compares  the 
projected  and  actual  expenditures  per  client  by  region. 
SRS  personnel  attribute  the  variance  to  the  funding 
requests  made  by  district  supervisors.   DDD  is  studying 
the  variances  in  order  to  make  budgeting  changes  to 
reflect  services  provided  and  required  in  each  region. 

RECOMMENDATION 

We  recommend  that  SRS: 

1.  Consider    prior   year    expenditure    amounts    when   making 
expenditure  estimates  in  the  state  plan. 

2.  Use    the    same    service    categories    in    the    state    plan  and 
other  public  DDD  reports. 

3.  Include  methods  and   sources   used   to  arrive  at  projected 
expenditures  in  the  state  plan. 

4.  Allocate    funds    between    regions    to    equitably    provide 
services  required  in  each  region. 

Expenditures  Not   Included   In  State  Plan 

In  our  tests,  we  found  $53,093  in  unallowable 
board  and  room,  utility,  and  clothing  expenses  for 
group  home   and   semi-independent   living  services.      Board 
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and  room,  utilities  and  clothing  were  included  as  line 
items  in  the  contract  budget  for  some  providers. 
Federal  regulations  specify  that  federal  financial 
participation  (FFP)  for  board  and  room  is  allowable 
only  if  it  meets  certain  conditions.   One  of  these 
conditions  is  that  the  state  plan  must  identify  room 
and  board  as  a  service  provided.   The  Montana  State 
Plan  for  Social  Services  for  fiscal  year  1976-77  and 
fiscal  year  1977-78  identifies  room  and  board  as  a 
service  only  in  conjunction  with  respite  care,  which 
does  not  cover  group  homes  and  semi-independent  living. 

In  response  to  our  inquiries  concerning  the  allow- 
ability of  room  and  board  for  FFP,  the  Region  VIII 
office  of  HEW  said  room  and  board  is  not  allowable 
since  the  state  plan  does  not  authorize  this  type  of 
expenditure.   Clothing  is  not  identified  as  a  service 
in  the  state  plan;  therefore,  it  too  is  unallowable.   A 
memorandum  from  HEW  also  states  that  FFP  is  available 
only  if  the  state  defines  clothing  as  a  separate  serv- 
ice and  includes  it  in  the  state  plan.   When  this 
problem  was  brought  to  SRS ' s  attention,  agency  person- 
nel agreed  that  FFP  is  not  available  for  these  expendi- 
tures.  These  items  should  be  paid  from  clients'  per- 
sonal funds,  if  such  funds  are  available. 


71 


RECOMMENDATION 

We  recommend  that  SRS  amend  provider  contracts  to  exclude 

room  and  board,  utilities  and  clothing.       ' 

Flow  of  Title  XX  Funds 

The  Administrative  Rules  of  Montana  (ARM)  state 
that  regional  councils  have  been  established  in  each  of 
the  five  designated  planning  regions  of  the  state  and 
that  they  are  authorized  to  purchase  services  from 
public  or  private  nonprofit  sheltered  work  shops,  day- 
care training  centers  and  other  private  facilities, 
universities,   colleges,   public   schools   and  pre- 
nurseries .   If  these  facilities  are  not  available  in 
the  community,  the  non-profit  regional  council  is 
authorized  to  develop  such  services.   According  to  the 
ARM,  funds  granted  to  DDD  from  the  federal  government 
shall  be  utilized  primarily  by  the  regional  councils 
rather  than  by  the  state  advisory  council.   The  ARM 
states  that  funds  thus  follow  a  chain  from  the  federal 
government  to  the  DDD  and,  after  advice  of  the  state 
advisory  council,  to  the  five  local  regional  councils. 

SRS  personnel  were  unaware  that  ARM  described  the 
flow  of  Title  XX  funds  in  this  manner.   They  stated 
that  Title  XX  funds  are  not  distributed  through  the 
local  regional  councils.   DDD  itself  is  responsible  for 
distributing  these  funds . 
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RECOMMENDATION 

We    recommend    that    SRS    revise    the    Administrative    Rules   of 

Montana  to  properly  reflect  the  flow  of  federal  funds  in  the  DD 

program. 

HEW  AUDIT  DISALLOWANCE 

DDD  contracts  with  experts  to  provide  training  for 
its  providers.   This  training  program  is  funded  75 
percent  by  Title  XX,  Subpart  H,  funds  and  25  percent  by 
state  funds.   In  November  of  1977  Department  of  Health, 
Education,  and  Welfare  (HEW)  auditors  reviewed  DDD 
administered  Subpart  H  funds.   They  reviewed  contracts 
between  DDD  and  the  Developmental  Disabilities  Training 
Institute  (DDTI),  Centers  for  Service  Resource  and 
Support  (CSRS),  and  Eastern  Montana  College,  Institute 
for  Rehabilitative  Services,  Montana  Teaching-Family 
Program. 

HEW  issued  a  report  on  their  review  on  April  17, 
1978  in  which  they  disclosed  several  instances  where 
DDD  paid  for  items  not  eligible  for  federal  financial 
participation.  Several  of  the  items  discussed  in  the 
federal  report  are  listed  below. 

Ineligible  claims  on  DDTI  Contract 

1.  Temporary  employees  paid  to  carry 
out  duties  of  regular  employees 

while  they  attended  training.  $   4,569 

2.  Travel  and  per  diem  under  five 

days.  31,866 
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6. 


Administrative  costs  of  DDTI 

including  equipment  rent,  postage, 

supplies,  telephone,  and  utilties.        70,817 

Average  of  21  percent  of  time  spent 

on  administrative  tasks  by  trainers 

and  salaries  of  persons  identified 

as  administrative  support.  63,006 

Cost  of  Instructional  Materials 

Clearinghouse  (IMC)  supplies  plus 

salaries.   None  of  the  activities  of 

IMC  fit  the  description  of  an  outside 

expert  eligible  for  federal  funding.       74,193 

Regional  Living  Services  subcontract 

terminated  prematurely- -the re fore 

services  were  not  rendered  nor  was 

training  given.  3,392 


7.   Day  Training  subcontract  administrative 
expenses  and  nontraining  related  sal- 
aries. $  6,859 


Total 


Federal  Funds  Involved 


$254,702 
$191,027 


Ineligible  claims  on  GSRS  Contract 
1.    Non-Training  Expenses 


A.  Business  manager  contract 
(non-training) 

B.  Administrative  costs  of  CSRS 

C.  Average  of  21  percent  of  trainers 
time  spent  in  administrative  tasks 
under  five  regional  contracts  plus 
cost  of  part-time  secretary. 


12,489 
5,379 


25,830 
43,698 


Total  cost  of  the  Training  Resources 

and  Information  Center  contract.   This 

contract  is  a  non-training  contract.      22,452 


Payments  to  CSRS  from  DDD  amounted  to 
$185,504  and  actual  costs  amounted  to 
$134,033.   The  difference  is  considered 
an  advance  payment  and  not  allowable 
for  federal  financial  participation. 

Total 

Federal  Funds  Involved 


51,471 
$117,621 
$  88.216 
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Ineligible  claims  on  EMC  Contract 

1.    Substitute  group  home  counselors  who 
took  the  place  of  trainers  while  they 
were  attending  training  session.        $ 


2.  Administrative  Costs  of  EMC  such  as 
supplies,  rent,  telephone. 

3.  Travel  and  per  diem  for  trainees  who 
were  not  eligible  to  be  trained  since 
they  were  not  service  providers. 

4.  Administrative  salaries  and  portion  of 
trainers  salaries  considered  administra- 
tive. 

5.  Payments  to  EMC  from  DDD  amounted  to 
$43,756  and  actual  costs  are  $24,739. 
The  difference  is  considered  an  advance 
payment  and  not  allowable  for  federal 
financial  participation. 

Total 

Federal  Funds  Involved 


840 


4,700 


951 


6,026 


19,017 
$  31,534 
$  23,650 


Total  of  Federal  Funds  Involved 


$302,893 


As  a  result  of  this  HEW  review,  SRS  has  a  con- 
tingent  liability  to   the   federal   government  of 
$302,893.   SRS  has  responded  to  this  audit  report  and 
has  requested  reconsideration  with  a  brief  discussion 
of  their  position  on  each  of  the  disallowances  de- 
scribed.  Final  disposition  of  these  disallowances  is 
pending  at  this  time. 
FINAL  COMMENTS 

We  have  reviewed  the  comments  and  recommendations 
contained  in  this  report  with  the  Director  of  the 
Department  of  Social  and  Rehabilitation  Services  and 
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his  staff.   The  full  text  of  the  department's  response 
to  this  report  begins  on  page  77. 

We  wish  to  express  our  appreciation  to  the  Direc- 
tor and  his  staff  for  cooperation  and  assistance  during 
this  audit. 
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AGENCY  REPLY 


iJ  he  .Oiu  c'Ku  Lou«iliii 

SOCIAL  AND  REHABILITATION  SERVICES 


October   13,    197f 


THOMAS  L.  JUDGE 

GOVERNOR 

PATRICK  E.  MELBY 

DIRECTOR 


Morris  L.  Brusett 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

Room  135,  State  Capitol 

Helena,  Montana   59601 

Dear  Morris: 

Attached  please  find  the  response  of  the  Department  of  Social  and 
Rehabilitation  Services  to  the  audit  recently  conducted  by  your 
staff  of  the  Developmental  Disabilities  Division. 

You  are  to  be  commended  for  the  high  level  of  professional 
conduct  and  competence  displayed  by  staff  assigned  to  this  audit. 
Jim  Gillett  and  Marvin  Eicholtz  were  at  all  times  diplomatic, 
conciliatory,  and  cooperative. 

Although  a  few  of  our  comments  may  refute  or  disagree  with  the 
recommendations  of  the  legislative  audit,  the  thoroughness  and 
objectivity  with  which  your  staff  performed  this  extremely 
difficult  task  is  greatly  appreciated  by  me  and  DDD  staff. 

I  am  sure  that  we  all  share  the  common  goals  of  maximizing  the 
effectiveness  of  limited  resources,  providing  necessary  services 
to  the  developmentally  disabled  citizens  of  our  state,  and 
managing  our  programs  at  the  highest  level  of  excellence.  The 
Legislative  Audit  Committee  can  be  assured  that  I  as  Director  and 
the  Department  of  Social  and  Rehabilitation  Services  are 
committed  to  these  goals. 

Thank  you  for  your  assistance.  I  am  free  to  discuss  with  you  and 
the  Legislative  Audit  Committee  the  substance  of  your  report  and 
our  response. 

Sincerely, 


Keith  L.  Colbo 
Director 


Attachment 
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DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 

Response  to  the 
"Report  on  Review  of  the 
Operations  of  the 
Developmental  Disabilities  Division" 

GENERAL  AGENCY  COMMENTS  - 


The  Department  of  Social  and  Rehabilitation  Services,  in 
reviewing  the  "Report  on  Review  of  the  Operations  of  the 
Developmental  Disabilties  Division",  identified  three  major 
areas  which  we  feel  would  most  adequately  be  addressed  by 
general  introductory  comments : 

1.  The  thrust  of  the  overall  deinstitutionalization  program, 

2.  The  scope  of  the  Title  XX  funding  provided  by  the  federal 
government  as  it  relates  to  the  DD  program,  and 

3.  The  general  issue  of  current  contract  management  within  the 
Developmental  Disabilities  Division. 

There  are  several  instances  in  the  legislative  audit  report 
(LAR)  which  references  the  deinstitutionalization  program  and 
implies  that  it  is  limited  by  the  number  of  clients  coming  out 
of  Boulder  River  School  and  Hospital,  Warm  Springs  State 
Hospital,  and  Galen  State  Hospital.  Although  this  is  one  major 
portion  of  the  deinstitutionalization  program,  the  additional 
major  effort  is  directed  toward  the  prevention  of  the 
institutionalization  of  developmentally  disabled  citizens 
currently  in  the  community. 

The  legislative  audit  report  also  addresses  itself  in  several 
instances  to  the  cost/benefit  analysis  of  the  overall  deinstitu- 
tionalization program.  Although  the  Department  of  SRS  is 
constantly  concerned  with  the  cost/benefit  of  various  programs 
and  services  offered,  this  is  by  no  means  the  only  criterion  by 
which  the  success  or  failure  of  the  DD  program  is  measured. 
There  are  national  court  cases  which  seem  to  indicate  a  trend 
toward  abolishing  the  institutional  setting  in  all  50  states 
regardless  of  the  cost/benefit  in  strictly  monetary  terms.  In 
other  words,  it  would  appear  that  the  trend  within  the  courts 
nationwide  are  to  mandate  deinstitutionalization  without  regard 
to  cost. 

The  original  goals  established  by  the  44th  Legislature  of 
reducing  the  population  at  Boulder  River  School  and  Hospital  and 
concurrently  reducing  both  unnecessary  institutional  admissions 
and  readmissions  were  exceeded  through  the  efforts  of  the 
Developmental  Disabilities  Division,  the  Department  of 
Institutions,  the  Executive,  the  Legislature,  and  the  Regional 
Councils  (Refer  to  Tables  one  and  two).  The  overall  importance 
of  this  accomplishment  should  not  be  overlooked. 

78 


The  DD  Division  served  an  estimated  1508  DD  clients  during 
fiscal  year  1978.  Of  this  total,  844  or  approximately  55%  were 
clients  who  were  formally  institutionalized. 

Most  of  the  remaining  clients  have  never  been  in  an  institution 
as  a  result  of  their  involvement  in  the  total  service  delivery 
systems  for  community  based  services. 


TABLE 

J. 

Commitment 

4/1/75 

.-7/30/77 

7/1/77 

'-8/22/77 

TOTAL  PLACEMENTS 

BRSH  Children 
BRSH  Adults 

78 
160 

46 
169 

13 

59   - 
170 

BRSH  TOTAL 

238 

215 

14 

229 

Galen 
WSSH 

40 

30 
35 

2 

32 
35 

TOTALS  278  280  16  296 

TABLE  2 

For  Patients  Between  Birth  and  18  Years  of  Age 

1971  to  1974        1976  -  1978 

New  Admissions  100  10 

Readmissions  12  2 

For  Patients  19  Years  of  Age  and  Older 

1971  to  1974        1975  -  1978 

New  Admissions  62  2 

Readmissions  23  10 


A  second  thrust  which  appears  throughout  the  legislative  audit 
report  addresses  itself  to  the  overall  idea  that  the  DD  program 
within  Montana  is  limited  to  those  items  and  services  which  are 
permissive  under  Title  XX  of  the  federal  Social  Security  Act. 
This  is  the  most  restrictive  limitation  on  the  true  scope  of  the 
DD  program.  The  DD  program,  m  addition  to  being  operated  under 
federal  restrictions,  is  also  operated  under  state  law  which  is 
much  less  restrictive  in  terms  of  program  scope.  Federal 
regulations  which  are  most  restrictive  must  be  complied  with  for 
receipt  of  federal  Title  XX  funds.  The  less  restrictive 
requirements  under  state  law  are  more  permissive  and  are 
complied  with  in  order  to  operate  the  program  according  to  state 
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law  and  state  general  funding.  Since  much  of  the  legislative 
audit  report  is  directed  only  to  the  federal  restrictions,  we 
feel  this  can  not  give  the  true  picture  to  the  total  scope  of 
program  operations  under  both  federal  and  state  rules.  An  audit 
conducted  for  federal  finanacial  compliance  purposes  would 
necessarily  take  this  into  consideration  before  noting 
exceptions . 

The  third  and  final  area  of  general  concern  deals  with  contract 
management.  As  stated  in  the  legislative  audit  report,  DDD 
provides  services  to  clients  primarily  through  purchase  of 
service  contracts  with  nonprofit  providers.  State  law  requires 
DDD  to  provide  services  through  nonprofit  providers.  The 
principal  fiscal  year  being  audited  was  during  the  initial 
startup  phases  of  the  DD  program  within  Montana.  Obviously,  in 
that  period  of  time  there  were  a  number  of  contract  management 
guidelines,  procedures,  and  provisions  which  were  in  a  stage  of 
development  and  since  that  time  have  been  greatly  refined.  In 
our  responses  we  have  attempted  to  identify  those  types  of 
management  problems  that  have  been  a  problem  during  the  intial 
phases,  but  have  been  subsequently  corrected  and  refined  to  the 
point  where  the  overall  contract  provision  of  services  is  an 
effective  and  viable  means  of  providing  DD  services  to 
developmental ly  disabled  citizens.  It  must  be  strongly 
emphasized  the  vast  majority  of  concerns  addressed  in  the 
legislative  audit  report  may  have  been  a  concern  during  the 
initial  phases  but  have  been  addressed  or  will  be  addressed  in 
the  very  near  future  through  appropriate  corrective  action.  The 
Department  is  committed  to  accomplishing  this  objective. 

Specific  comments  on  audit  recommendations  follow. 

RECOMMENDATION 

"We  recommend  that  SRS  establish  accounting  procedures  adequate 
to  ensure  that  only  eligible  costs  are  claimed  for  federal 
reimbursement. " 

AGENCY  RESPONSE  -  Concur 

Accounting  procedures  should  be  improved  to  help  clarify 
expenditures  being  claimed  for  federal  financial  participation. 
We  point  out,  however,  that  accounting  system  improvement  is 
only  one  factor  to  help  "ensure  that  only  eligible  costs  are 
claimed  for  federal  reimbursement"  and  that  other 
recommendations  contained  in  the  audit  will  have  to  be 
implemented  to  fully  attain  the  goal.  Review  of  improvements  has 
already  begun  and  preliminary  results  indicate  that  the 
beginning  of  a  fiscal  year  may  be  the  best  time  for  conversion 
to  new  procedures.  At  any  rate,  improvements  will  be  made  no 
later  than  July  1,  1979. 
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As  points  of  clarification:  (1)  federal  regulations  provide 
criteria  that  must  be  met  before  the  federal  government  will 
participate  in  the  cost  of  a  service.  Regulations  do  not 
prohibit  payment  of  certain  DDD  costs,  but  they  do  restrict  the 
claiming  of  federal  funds  for  those  costs.  (2)  Montana  has  more 
allowable  costs  for  federal  financial  participation  from  Title 
XX  than  there  are  federal  funds  available  to  match  (with  the 
exception  of  funds  for  training).  The  potential  $1  million  in 
costs  identified  by  the  auditors  as  perhaps  not  allowable  Title 
XX  expenditures  does  not  mean  that  funds  would  be  returned  to 
the  federal  government  since  the  DDD  program  expenditures  are 
more  than  $3  million  in  excess  of  the  available  federal  funds 
during  the  three  years  of  the  audit. 


RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Determine  handicap  and  income  eligibility  for  all 
individuals  participating  in  DDD  programs  and  adequately 
document  that  determination. 

2.  Verify  income  information  of  clients  and/or  guardians  who 
are  eligible  because  of  their  income  level. 

3.  Determine  eligibility  within  30  days  after  an  individual 
applies  for  DDD  services. 

4.  Document  and  include  in  the  individual's  files  the  dates 
and  other  information  relating  to  redetermination  of 
eligibility. " 

AGENCY  RESPONSE  - 

1.  Concur  -  The  Department  is  proposing  that  in  the  Title  XX 
plan  for  FY80  that  we  document  as  a  protective  service 
those  individuals  who  are  eligible  for  the  DDD  program  so 
they  can  be  provided  service  without  regard  to  income.  In 
the  future  the  basis  for  the  determination  of  eligibility 
will  be  documented  as  it  has  been  in  the  vast  majority  of 
cases  since  almost  all  DD  clients  are  eligible  for 
Supplemental  Security  Income  (SSI),  and  therefore 
categorically  eligible  for  DD  services, 

2 .  Do  not  concur  -  The  Department  does  not  concur  with  the 
recommendation  since  the  Code  of  Federal  Regulations  does 
not  require  that  a  verification  of  income  procedure  take 
place.  According  to  45  CFR  228.61  there  are  basically  two 
methods  by  which  the  state  can  determine  eligibility. 
Section  "228.61,  Determination  and  Redetermination  of 
Eligibility. 
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(a)  Methods  of  Determining  (or  redetermining)  eligibility. 

(1)  Standards  and  methods  for  determination  of  eligibility 
will  be  consistent  with  the  objectives  of  the  program,  and 
will  respect  the  rights  of  individuals  under  the  United 
States  Constitution,  the  Social  Security  Act,  Title  VI  of 
the  Civil  Rights  Act  of  1964,  and  all  relevant  provisions 
of  Federal  and  State  laws. 

(2)  States  may  establish  any  method  or  methods,  including  a 
declaration  method,  for  determining  individual  eligibility 
in  accordance  with  sections  228.60  and  228.66... 

(A)  Documentation  Method  means  that  the  state  has  sought 
and  obtained  verification  regarding  the  source  and  amount 
of  the  gross  family  monthly  income  of  the  individual 
applying,  or  has  verified  his  income  maintenance  status. 

(B)  Declaration  Method  means  acceptance  of  an  individual's 
statements  regarding  the  source  and  amount  of  his  family's 
gross  monthly  income,  and  the  income  maintenance  status  as 
described  in  section  228.60(b)  (1)  of  any  member  of  the 
family" . 

Since  the  Code  of  Federal  Regulations  provide  for  two 
methods,  it  is  the  policy  of  the  Department  of  SRS  and  the 
DD  Division  to  use  the  Declaration  method  in  determining 
eligibility  for  DD  services  under  Title  XX  of  the  Social 
Security  Act. 

Concur  -  This  is  currently  the  policy  and  is  currently 
being  done  by  the  Department. 

Concur  -  The  Montana  Social  Service  reporting  system  (MSS) 
currently  has  the  ability  to  generate  a  report  which  would 
indicate  those  individuals  which  are  subject  to  a 
redetermination  of  eligibility.  The  Department  will 
further  explore  the  use  of  the  MSS  system  for  generating  a 
redetermination  list  and  refine  where  necessary  the 
redetermination  process . 


RECOMMENDATION 

"We  recommend  that  SRS : 

1.    Complete  an  IHP  for  each  client  participating  in  the  DD 
program. 

AGENCY  RESPONSE   -   Concur   -   The  DD  Division  is  currently 
complying. 
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RECOMMENDATION 

"We  recommend  that  SRS  include  provisions  in  its  DDD  contracts 
and  grants  that  will  ensure  the  state  retains  title  to  property 
purchased  with  DDD  funds." 

AGENCY  RESPONSE  -  Concur  -  This  provision  is  currently  in  the 
contracts  that  were  issued  for  FY79. 

RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Establish  review  procedures  adequate  to  ensure  that  grant 
funds  are  properly  spent. 

2 .  Seek  reimbursement  for  grant  funds  not  spent  in  accordance 
with  grant  terms." 

AGENCY  RESPONSE  - 

1 .  Concur 

2 .  Concur 

RECOMMENDATION  f 

"We  recommend  SRS" 

1.  Require  providers  to  operate  within  their  contract 
limitations  unless  an  amendment  to  the  contract  is 
justified  in  advance. 

2.  Discontinue  providing  emergency  grants  to  pay  bills 
accumulated  by  providers." 

AGENCY  RESPONSE  - 

1.  Concur  -  the  DD  Division  is  currently  requiring  and 
complying  with  this  recommendation. 

2.  Concur  -  the  DD  Division  has  never  routinely  provided 
emergency  grants  to  pay  bills,  but  there  are  certain 
situations  under  which  future  emergency  grants  may  be 
required.  For  example,  during  the  past  contracting  period 
the  Workers'  Compensation  insurance  was  tripled  and 
required  adjustments  be  made  accordingly  in  some  DD 
provider  contracts.  Another  possible  example  is  if  a 
catastrophic  event  occurs  such  as  a  building  burning  down 
and  the  subsequent  need  for  an  emergency  grant  for  the 
relocation  of  clients  and  one  time  startup  monies  for  a  new 
facility.  Although  this  has  never  happened  to  date  there 
is  the  possibility  that  emergency  grants  in  the  future  may 
be  needed  and  justified. 
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RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Monitor  provider  financial  records  to  ensure  proper 
accountability  for  contract  expenditures. 

2.  Consider  cancelling  provider  contracts  for  noncompliance 
with  contract  provisions." 

AGENCY  RESPONSE  - 

1.  Concur  -  The  DD  Division  is  currently  monitoring  provider 
financial  records  to  insure  the  proper  accounting  of 
expenditures. 

2.  Concur  -  During  the  past  fiscal  year,  there  were  151 
contracts  (FY78)  and  during  the  current  contracting  period 
(FY79)  there  are  139  contracts.  A  portion  of  those  do 
represent  the  cancellation  of  provider  contracts  for 
noncompliance  with  previous  contract  provisions. 


Comparison  of  Contracts  with  Auditable  Financial  Records 
December,  1976  and  June,  1978 
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•*   Does  not  include  Profit  Corporations 
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Determination  of  auditability  was  done  by  the  DD  Division. 
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RECOMMENDATION 

"We  reconunend  that  SRS: 

1.  Enforce  its  contract  requirement  for  timely  submission  of 
monthly  financial  reports. 

2.  Review  all  monthly  reports  from  providers  to  determine  that 
the  provider  is  spending  within  the  contract  provisions. 

3.  Take   corrective   action   upon   discovery   of   unapproved 
overspending. " 

AGENCY  RESPONSE  - 

1.  Concur  -  The  DD  Division  is  currently  complying. 

2.  Concur  -  The  DD  Division  is  currently  complying. 

3.  Concur  -  The  DD  Division  is  currently  complying. 

RECOMMENDATION 

"We  recommend  that  SRS  require  providers  to  charge  depreciation 
in  compliance  with  federal  regulations." 

AGENCY  RESPONSE  -  Concur  -  The  DD  Division  will  utilize  Appendix 
F  of  the  Code  of  Federal  Regulations  which  prescribe  the 
acceptable  methods  of  charging  depreciation.  The  use  of  a 
single  depreciation  method,  although  it  may  not  be  universal 
statewide,  will  be  consistent  with  each  provider  contract  from 
year  to  year. 

RECOMMENDATION 

"We  recommend  that  SRS  instruct  providers  to  allocate 
administrative  costs  to  each  contract  and  to  include  these  costs 
in  each  contract  budget." 

AGENCY  RESPONSE  -  Concur  -  The  DD  Division  is  complying  with 
this  in  the  FY79  contracts.  There  are  several  examples  where 
transportation  costs  were  moved  out  of  the  group  home  budget  and 
cited  as  an  example  where  the  Department  has  complied  with  this 
recommendation . 

RECOMMENDATION 

"We  recommend  that  SRS  require  providers  to  account  for 
expenditures  in  the  same  manner  as  budgeted  for  in  the  provider 
contract. " 

AGENCY  RESPONSE  -  Concur  -  This  is  currently  being  monitored  by 
the  DD  Division. 
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RECOMMENDATION 

"We  recommend  that  SRS : 

1 .  Monitor  contract  expenditures  by  providers  to  ensure  these 
expenditures  are  reasonable  for  the  services  provided. 

2 .  Request  reimbursement  for  unreasonable  expenditures  or 
deduct  them  from  the  next  contract." 

AGENCY  RESPONSE  - 

1 .  Concur 

2.  Concur  -  Although  it  would  appear  to  be  reasonable  to  seek 
reimbursement  for  unreasonable  expenditures  or  deduct  them 
from  the  next  contract,  practicality  may  prohibit  this  or 
cause  other  consequences .  An  example  would  be  in  a  remote 
location  where  the  cancellation  of  payment  or  deducting 
those  amounts  from  the  next  contract  would  in  fact  put  a 
provider  out  of  business.  This  may  cause  a  lapse  in 
service  in  that  area  to  clients  and  cause  the  return  of 
clients  to  an  institutional  setting. 


RECOMMENDATION 

"We  recommend  that  SRS  require  providers  to  maintain  time  and 
attendance  records  for  their  employees  and  other  supporting 
documentation  of  expenditures  in  accordance  with  federal 
regulations. " 

AGENCY  RESPONSE  -  Concur  -  The  DD  Division  is  currently 
complying. 

RECOMMENDATION 

"We  recommend  that  SRS: 

1.  Develop  a  system  for  all  providers  to  use  for  recording 
client  attendance. 

2.  Monitor  provider  monthly  reports  to  ensure  an  accurate 
record  of  client  attendance." 

AGENCY  RESPONSE  - 

1.  Concur  -  The  DD  Division  will  be  developing  general 
guidelines  for  providers  to  use  in  reporting  client 
attendance . 

2.  Concur  -  The  regional  DD  offices  have  been  instructed  to 
monitor  the  monthly  report  to  insure  accuracy. 
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RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Monitor  DDD  contracts  to  ensure  that  providers  comply  with 
insurance  requirements. 

2 .  Review  insurance  provisions  in  DDD  contracts  to  ensure  that 
they  are  adequate  for  the  services  being  provided." 

AGENCY  RESPONSE  - 

1 .  Concur 

2.  Concur  -  These  two  recommendations  will  be  complied  with  by 
reviewing  the  current  DD  contracts  and  during  the  next 
contracting  period  will  be  reviewed  again  to  insure  their 
adequacy  for  the  services  provided. 

RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Require  providers  to  include  unit  information  on  the 
invoices  they  submit  for  reimbursement. 

2.  Follow  established  policies  and  compute  accurate  variable 
rates . " 

AGENCY  RESPONSE  - 

1.  Concur  -  The  DD  Division  has  complied  effective  July  1, 
1978,  with  the  issuance  of  the  FY79  contracts. 

2.  Concur  -  The  DD  Division  is  currently  complying. 


RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Formulate  a  written  policy  defining  an  acceptable 
justification  for  paying  the  fixed  rate  when  the  provider 
serves  fewer  than  the  minimum  units  calculated  in  the 
contract. 

2 .  Pay  the  variable  rate  unless  a  provider  serves  the  minimum 
number  of  units  or  unless  the  reasons  for  serving  fewer 
than  the  minimum  are  included  in  department  policy 
authorizing  the  exception." 
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AGENCY  RESPONSE  - 

1.  Concur  -  The  DD  Division  will  develop  a  policy  memorandum 
as  soon  as  possible,  but  not  later  than  January  1,  1979,  to 
comply  with  this  recommendation. 

2.  Concur  -  The  DD  Division  was  in  compliance  July  1,  1978, 
with  the  issuance  of  the  FY79  contracts. 


RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Establish  a  consistent  basis  for  calculating  unit  costs  on 
natural  parent  training,  semi-independent  living,  and 
respite  contracts. 

2.  Compute  minimum  unit  requirements  for  all  contracts  so  that 
when  the  client  load  falls  below  the  level  originally 
estimated  and  budgeted  for,  a  variable  rate  can  be  paid." 

AGENCY  RESPONSE  - 

1.  Concur  -  The  DD  Division  is  in  the  process  of  developing  a 
consistent  basis  for  calculating  unit  cost.  This  will  be 
developed  as  soon  as  possible,  but  not  later  than 
January  1,  1979. 

2 .  Concur 


RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Revise  providers'  contracts  to  require  the  return  of 
unspent  monies  promptly  at  year-end,  either  by  providers 
returning  unspent  moneys  or  by  reducing  the  monthly 
payments  in  the  next  year. 

2 .  Promptly  review  year-end  expenditure  reports  and  monitor 
the  return  of  unspent  monies." 

AGENCY  RESPONSE  - 

1 .  Concur 

2.  Concur  -  On  September  13,  1976,  a  staff  person  was  hired 
fulltime  with  principal  duties  to  review  the  expenditure 
reports  and  monitor  the  return  of  any  monies  due  the  DD 
Division. 


RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Include  and  enforce  close  out  instructions  in  contracts  and 
grants  with  providers . 

2.  Define  a  valid  obligatio^i  at  the  contract  and  grant 
completion  dates,  and  include  this  definition  in  the 
contract  and  grant  agreements . " 

AGENCY  RESPONSE  - 

1.  Concur  -  The  DD  Division  currently  has  close  out 
instructions  as  a  matter  of  policy  and  written  procedure. 
It  is  the  Department's  position  that  to  include  these 
detailed  close  out  instructions  in  a  contract  would  be 
prohibitive  and  make  the  contract  too  lengthly. 

2.  Concur  -  The  DD  Division  will  develop  a  definition  of  what 
constitutes  a  valid  obligation  for  purposes  of 
administering  the  contract. 


RECOMMENDATION 

"We  recommend  that  SRS  review  regional  requirements  and  all 
provider  contracts  to  determine  if  issuance  of  contracts  within 
the  same  region  will  result  in  a  duplication  of  services." 

AGENCY  RESPONSE  -  Concur  -  Since  July  of  1978,  there  have  been 
several  notable  instances  where  the  duplication  of  services  has 
been  eliminated  through  the  issuance  of  contracts. 

1.  The  residential  services  were  consolidated  in  Region  III. 

2.  The   family  outreach  was   consolidated  with  the   infant 
outreach  in  Region  IV. 

3.  Two  respite  contracts  were  consolidated  in  Region  II. 

These  are  cited  as  examples  of  the  consolidation  of  contracts  to 
eliminate  duplication  of  services. 


RECOMMENDATION 

"We  recommend  that  SRS  issue  contracts  on  a  fiscal  year  basis, 
whenever  possible,  utilizing  amendments  for  necessary  changes." 

AGENCY  RESPONSE  -  Concur  -  During  FY  79,  there  are  only  6  out  of 
139  contracts  which  have  less  than  1  year  duration.  In  several 
instances  the  utilization  of  a  contract  for  less  than  a  year  is 
justified  and  will  be  continued. 
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1.  There  may  be  a  need  in  the  future  to  extend  a  contract  for 
a  brief  period  of  time  to  allow  for  the  smooth  transition 
to  a  new  provider. 

2.  There  may  be  the  need  for  establishing  a  short  term  (3  to  6 
month)  contract  on  a  probationary  basis  to  determine  the 
ability  of  a  provider  to  deliver  adequate  services. 

3.  There  may  be  a  need  for  a  contract  for  less  than  a  year  to 
provide  a  "time  limited"  service.  In  general,  it  is  the 
policy  of  the  DD  Division  to  issue  contracts  on  a  fiscal 
year  basis. 


RECOMMENDATION 

"We  recommend  that  SRS: 

1.  Request  providers  to  submit  justification  for  all  budget 
line  items  and  use  this  justification  for  determining  the 
reasonableness  and  level  of  SRS  funding. 

2.  Establish  a  standard  funding  level  for  providers' 
administrative  salaries." 

AGENCY  RESPONSE  - 

1.  Concur  -  The  DD  Division  is  currently  complying. 

2.  Concur  -  The  DD  Division  is  currently  in  the  process  of 
developing  a  salary  matrix  which  will  establish  the  level 
of  funding  for  providers'  administrative  salaries  which  the 
DD  Division  will  participate  in. 

RECOMMENDATION 

"We  recommend  that  SRS: 

1 .  Retain  records  in  accordance  with  the  General  Records 
Retention  Schedule. 

2.  Establish  provisions  in  its  provider  contracts  that  require 
providers  to  retain  their  financial  records  for  at  least 
four  years . " 

AGENCY  RESPONSE  - 

1 .  Concur 

2.  Concur  -  The  DD  Division  contracts  currently  require 
financial  record  retention  for  8  years  and  during  the  next 
contracting  period  this  will  be  amended  to  4  years.  The 
Department  will  also  comply  with  record  retention  schedules 
as  provided  by  federal  regulation. 
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RECOMMENDATION 

"We  recommend  that  SRS  review  all  contracts  and  grants  for 
mathematical  errors  before  final  approval." 

AGENCY  RESPONSE  -  Concur 


RECOMMENDATION 

"We  recommend  that  SRS  include  a  provision  in  DDD  provider 
contracts  requiring  providers  to  transact  business  with 
individuals  not  otherwise  involved  with  the  providers." 

AGENCY  RESPONSE  -  Concur  -  In  April  of  1977,  the  DD  Division 
discussed  the  need  for  complying  with  this  recommendation.  On 
September  8,  1978,  a  hearing  was  held  for  the  proposed  adoption 
of  a  rule.  The  Division  is  proceeding  on  the  final  adoption  of 
a  rule  to  deal  with  this  area. 


RECOMMENDATION 

"We  recommend  that  SRS : 

1 .  Include  a  provision  in  the  DDD  contracts  requiring 
providers  to  keep  records  of  property  purchased  with 
federal  and  state  funds. 

2.  Keep  inventory  listings  in  compliance  with  federal 
regulations. 

3.  Retain  full  authority  over  the  disposition  of  property 
purchased  by  providers  with  DDD  moneys." 

AGENCY  RESPONSE  - 

1 .  Concur 

2.  Concur  -  This  provision  is  currently  in  the  FY79  contracts. 

3.  Concur  -  This  is  currently  being  done  in  the  FY79 
contracts . 


RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Record  each  provider  contract  on  SBAS  as  soon  as  possible. 

2.  Prepare  annual  DDD  financial  reports  from  SBAS." 
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AGENCY  RESPONSE  - 

1.  Concur  -  The  Department  will  start  encumbering  DD  Division 
and  other  Title  XX  contracts  in  the  Statewide  Budgeting  and 
Accounting  System  immediately. 

2.  Concur  -  The  DD  Division  will  prepare  future  annual  DD 
financial  reports  from  the  SBAS  reports  insofar  as  they  are 
available  on  a  timely  basis. 

RECOMMENDATION 

"We  recommend  that  SRS  license  group  homes  annually  in 
accordance  with  guidelines  set  forth  in  the  Administrative  Rules 
of  Montana. " 

AGENCY  RESPONSE  -  Concur  -  There  are  extenuating  circumstances 
under  which  the  Department  of  SRS  does  not  have  total  control 
over  the  licensing  procedure  for  group  homes.  For  example,  both 
the  State  Fire  Marshall  and  the  State  Department  of  Health  and 
Environmental  Sciences  are  a  part  of  and  submit  certain  portions 
of  that  licensing  procedure.  There  are  times  when  justifiable 
delays  are  encountered.  To  the  extent  possible  amd  within  the 
staff  available,  the  SRS  group  homes  will  be  licensed  according 
to  the  guidelines  in  the  Administrative  Rules  of  Montana. 


RECOMMENDATION 

"We  recommend  that  SRS  properly  follow-up  on  Audit  and  Contract 
Management  Bureau  audit  findings." 

AGENCY  RESPONSE  -  Concur  -  There  is  a  written  Policy  Memorandum 
dated  December  13,  1977,  regarding  audit  compliance  which  is 
currently  being  followed  to  insure  that  audit  findings  are 
complied  with  or  resolved  appropriately. 

RECOMMENDATION 

"We  recommend  that  SRS: 

1.  Instruct  regional  supervisors  that  they  do  not  have  the 
authority  to  authorize  expenditures  outside  the  scope  of 
contract  agreements . 

2.  Require  all  unspent  moneys  to  be  returned  to  SRS  in  a 
timely  manner." 


92 


AGENCY  RESPONSE  - 

1.  Concur  -  The  DD  Division  will  issue  a  policy  memorandum  as 
soon  as  possible,  but  not  later  than  January  1,  1979,  to 
comply  with  this  recommendation. 

2 .  Concur 
RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Closely  monitor  the  activities  of  its  DDD  regional 
supervisors. 

2.  Incorporate  provisions  in  its  provider  contracts  to  prevent 
providers  from  hiring  former  DDD  employees  in  violation  of 
the  code  of  ethics." 

AGENCY  RESPONSE  - 

1 .  Concur 

2.  Concur  -  Although  the  Department  agrees  with  the  intent  of 
this  recommendation,  there  may  be  legal  problems  with 
regard  to  establishing  the  penalty  in  a  contract  beyond 
that  established  under  state  statute  with  regard  to  the 
code  of  ethics  for  public  employees.  It  would  be  extremely 
difficult  to  include  in  a  contract  with  a  nonprofit 
provider  a  proviso  that  a  former  employee  be  prohibited 
from  being  hired  by  another  provider.  The  Department  will 
explore  alternatives  that  will  comply  with  the  state  code 
of  ethics  statute. 

RECOMMENDATION 

"We  recommend  that  SRS  establish  procedures  to  properly  monitor 
training  contracts." 

AGENCY  RESPONSE  -  Concur  -  Recently  a  fulltime  staff  person  was 
hired  to  more  closely  monitor  the  training  contracts  within  the 
DD  Division.  This  procedure  has  been  in  effect  since  May,  1978, 
on  a  fulltime  basis  and  on  a  parttime  contractual  basis  prior  to 
that  time. 

RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Adequately  provide  in  all  contracts  and  amendments  a 
detailed  description  of  services  to  be  rendered. 

2.  Require  all  invoices  for  services  to  adequately  describe 
the  services  performed  and  the  service  rate  charged." 
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AGENCY  RESPONSE  - 

1.  Concur  -  Attachment  A  to  the  FY79  contracts  distributed 
July  1,  1978,  complies  with  this  recommendation. 

2.  Concur  -  The  DD  Division  is  currently  complying. 
RECOMiyiENDATION 

"We  recommend  that  SRS : 

1.  Reimburse  employees  for  miscellaneous  expenses  in  excess  of 
$10  only  if  receipts  are  attached  to  the  travel  claim. 

2 .  Determine  prior  to  authorizing  travel  and  conference 
expenses  that  such  expenses  will  be  incurred  for  the 
state ' s  benefit . " 

AGENCY  RESPONSE  - 

1.  Concur  -  This  is  and  has  been  agency  policy.  The 
miscellaneous  expenses  noted  in  the  legislative  audit 
report  was  paid  in  error. 

2.  Concur  -  This  also  is  and  has  been  agency  policy  within  the 
Fiscal  Bureau, 

RECOMMENDATION 

"We  recommend  that  SRS  require  contracts  for  all  employees  with 
duties  and  a  salary  that  are  not  in  accordance  with  the  state 
classification  and  pay  plan." 

AGENCY  RESPONSE  -  Concur  -  Although  we  are  in  basic  agreement 
with  this  recommendation,  we  feel  there  may  be  legal  problems  in 
establishing  an  employee/employer  relationship  through  contract. 
The  Department  will  pay  all  employees  a  salary  in  accordance 
with  the  state  classification  and  pay  plan  or  provide  for  the 
services  through  a  contractual  arrangement. 

RECOMMENDATION 

"We  recommend  that  SRS : 

1.  Consider  prior  year  expenditure  amounts  when  making 
expenditure  estimates  in  the  state  plan. 

2.  Use  the  same  service  categories  in  the  state  plan  and  other 
public  DDD  reports. 

3.  Include  methods  and  sources  used  to  arrive  at  projected 
expenditures  in  the  state  plan. 

4.  Allocate  funds  between  regions  to  equitably  provide 
services  required  in  each  region." 
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AGENCY  RESPONSE  - 


Concur 


2.  Concur  -  Although  it  would  appear  to  be  simply  a  matter  of 
using  the  same  service  categories  in  a  state  plan  and  all 
other  public  media  reports,  there  are  conflicting 
regulations  which  require  conflicting  service  definitions. 
Title  XX  funding  requires  one  definition  of  service, 
Chapter  559  of  the  Session  Laws  of  1977  requires  another 
definition  of  service,  and  the  DD  Division  is  currently 
using  a  combination  of  the  first  two  methods.  However,  the 
DD  Division,  insofar  as  possible,  will  attempt  to  use  the 
same  service  category. 

3 .  Do  Not  Concur  -  The  DD  Division  did  not  have  adequate  data 
during  the  audited  period  to  utilize  precise  methods  and 
sources  to  project  expenditures  for  the  state  plan.  Since 
the  period  of  the  audit,  there  has  been  approximately  four 
fiscal  years  of  experience  and  the  methods  and  sources  used 
to  arrive  at  projected  expenditures  have  been  refined 
considerably. 

4.  Concur 

RECOMMENDATION 

"We  recommend  that  SRS  amend  provider  contracts  to  exclude  room 
and  board,  utilities  and  clothing." 

AGENCY  RESPONSE  -  Concur  -  Under  the  current  FY79  contract, 
room,  board,  and  utilities  have  been  excluded  from  the  provider 
contracts  and  beginning  with  the  FY80  contracting  period 
clothing  will  be  eliminated  from  the  provider  contract. 


RECOMMENDATION 

"We  recommend  that  SRS  revise  the  Administrative  Rules  of 
Montana  to  properly  reflect  the  flow  of  federal  funds  in  the  DD 
program. " 

AGENCY  RESPONSE  -  Concur  -  The  Administrative  Rules  of  Montana 
are  currently  under  revision  and  in  the  near  future  will  be 
changed  to  properly  reflect  the  flow  of  federal  funds  within  the 
DD  program. 
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